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Abbreviations and Acronyms 
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km kilometre 
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kWh kilowatt 


1 

litre 
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Member of the Executive Committee 
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Part 1 ~ Anriuai Budget 

1.1 Vision & Mission 

Our Vision 


To render continuous, sustainable effective services to all inhabitants and visitors in the area in 
order to create a healthy and safer environment for happy communities. 

Our Mission 


We the Cape Agulhas Municipality will strive to render the best affordable municipal services in 
a sympathetic manner to the whole area and its inhabitants in order to create a happy economic 
active and informed community.” 

This will be achieved through: 

- Enhanced service levels in the whole area 

- Enhanced human development and health 
Sustainable development 

- Effective financial management of municipal resources 
Institutional transformation 


1.2 Mayor’s Report 


It is with great pleasure that I present the 2014/2015 Budget to the Council for consideration. 

The main objective of a municipal budget is to allocate realistically expected resources to the 
service delivery goals or performance objectives identified as priorities in the Integrated 
Development Plan. 


It is a 


The Integrated Development Plan (IDP) is a 5 year strategic developmental plan, setting 
strategic and budget priorities as required in terms of the Municipal Systems Act of 2000 
plan to help us set our budget priorities, so in essence it indicates how Cape Agulhas 
Municipality will spend its money for the next five years. The IDP should be aligned with the 
development plans of provincial and national government, and is agreed upon between Cape 
^ulhas Munrcipality and the residents during the public participation process. Therefore the 
IDP enables Cape Agulhas Municipality to make the best use of scarce resources and 
enables the councillors to make decisions based on the needs and priorities of their 


With the IDP, Cape Agulhas Municipality can; 

Develop a clear vision 

= Identify its key development priorities ^ 

- Formulate appropriate strategies MUNISIPALITEIT PAP .AGUlHAS I 
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- Develop the appropriate organisational structure and systems 

- Align resources with development priorities 

National Treasury’s MfMA Circular No. 70 was mainly used to guide the compilation of the 
2014/15 MTREF. The Medium Term Budget Policy Statement (MTBPS) 2013 notes that over 
the past four and a half years government has steered the country through the worst global 
recession in 70 years and that the South African economy is projected to grow by 2.1 per cent in 
2013 while the GDP growth is expected to reach 3.5 per cent by 2016. 

The key directions provided by the National Treasury are that municipal revenues and cash 
flows are expected to remain under pressure in 2014/2015 and therefore municipalities must 
adopt a conservative approach when projecting their expected revenues and cash receipts. 
Municipalities will further have to carefully consider the affordability of tariff increases, especially 
as it relates to domestic consumers while considering the level of services versus the 
associated cost. Municipalities should also pay particular attention to managing revenue 
effectively and carefully evaluate all spending decisions. In generating capacity for spending on 
key municipal infrastructure, municipalities will have to identify inefficiencies and eliminate non- 
priority spending. 


Specific strategies and interventions required by local government in achieving economic 
stability and higher levels of growth as outlined in the MTBPS include, among others: 

- Expanding public sector investment in infrastructure; 

Sustainable job creation; 

Municipalities must act as catalysts for economic growth; 

Securing inclusive growth; 

- Implementing the National Development Plan; and 

- Building an efficient developmental state. 


In addressing the key considerations contained in National Treasury’s MFMA Circular No 70 
the following are highlighted in the budget. 


The municipality, through its budget acknowledges that the capital program needs a 
balanced funding structure addressing not only backlogs in services, but also invests in 
new infrastructure as well as renewing current infrastructure. 

Tariff increases were kept as low as possible to ensure affordability thereof whilst 
keeping in mind the cost of delivering services of a high quality 
The municipality COTtributes to job creation by participating fully in the Expanded Public 
Works Program (EPWP) as well as internship programs. 

The municipality gives priority to a lean, integrated, stable and corruption free 
organisation. 


so adopted the following strategic development objectives which are aligned 
^ *or Local Government to give effect to the mission and vision of Cape 
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Stratesic Obiectives 

OutoHms 

Institutional Transformation and Organisational Development 

Establishing a functional municipality that can deliver on the IDP priorities, 
implement policies that will facilitate transformation, effective staff structure, 
general management practises and training. 

Provision of Infrastructure for Basic Service Delivery 

Development and regular maintenance of bulk infrastructure such as roads, storm 
water networks, potable water networks, waste water treatment plants, land and 
integrated human settlements. 

Provision of quality basic services such as water, electricity, refuse removal and 
sanitation. 

Economic Development 

To facilitate eranomic development by creating a conducive environment for 
business development and unlock opportunities mainstream economy to 
ultimately create decent job opportunities. 

Financial Viability 

To implement sound financial management systems & procedures that will 
ensure the financial viability of Cape Agulhas Municipality. 

Prepare a budget and exercise effective asset management over the resources of 
the municipality. 

Good Governance 

To provide an administration that ensures public participation in a transparent 
and accountable way as well as to promote intergovernmental relations. Promote 
service excellence and a corruption free environment. 

Human Development 

To facilitate the holistic development of people, expand the safety net for 
vulnerable groups and implement sustainable programmes to improve their 
livelihoods. 


In view of the aforementioned, the following table is a consolidated overview of the proposed 
2014/15 Medium-term Revenue and Expenditure Framework: 


Table 1 Consolidated Operating Overview of the 2014/15 MTREF (R’OOO) 


R thousand 

Current Year 

2013/14 

2014/15 Medium Term Revenue & Expenditure Framework 

Adjusted Budget 

Budget Year 

2014/15 

Budget Year +1 

2015/16 

Budget Year +2 

2016/17 

Total OperaSng Revenue 

222 018 

218 846 

217 821 

224 435 

Total Operating Expenditure 

225 195 

226 480 

226 282 

231 503 

Surplus/(Deficitj before capital transfers 

(3177) 

(7 635) 

(8 462) 

(7 068) 

Transferred Recognised Capilal 

13 622 

11 071 

9 994 

9 762 

Surplus/(Deficit) for the year 

10444 

3 436 

1 532 

2 694 









Council should however be mindful of the fact that the proposed expenditure program will place 
pressure on the cash reserves of the municipality. Even though it is anticipated that a large 
portion of the capital program during 2015/16 and 2016/17 will be financed through external 
borrowing, the effect of implementing the proposed budget can be illustrated as follows; 



This decline in cash resources will cast significant doubt over the sustainability of the 
municipality and options should be explored to cut back on spending to curb this downward 
trend. In the absence of drastic cost saving measures, the municipality may not be able to meet 
the requirements as set out in the vision and mission of the Cape Agulhas Municipality in the 
foreseeable future. 
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soyncil Resolutions 

ommended that the Council approves and adopts the following resolutions for the annual 


The Council of Cape Agulhas Municipality, acting in terms of section 24 of the Municipal Finance 

Management Act, (Act 56 of 2003) approves and adopts; 

1.1. The annual budget of the municipality for the financial year 2014/15 and the multi-year 
and single-year capital appropriations as set out in the following tables in part 1.8 of this 
report 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table A2; 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table A3; 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table A4; and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table A5. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables in part 1 .8 of this report: 

1.2.1. Budgeted Financial Position as contained in T able A6; 

1 .2.2. Budgeted Cash Flows as contained in Table A7; 

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in 
T able A8; 

1 .2.4. Asset management as contained in Table A9; and 

1 .2.5. Basic service delivery measurement as contained in Table A1 0. 

2. The Council of Cape Agulhas Municipality, acting in terms of section 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 
1 July 2014: 

2. 1 . the tariffs for property rates - as set out in Annexure A, 

2.2. the tariffs for electricity - as set out in Annexure A 

2.3. the tariffs for the supply of water - as set out in Annexure A 

2.4. the tariffs for sanitation services - as set out in Annexure A 

2.5. the tariffs for solid waste services - as set out in Annexure A 








1.4 Executive Summary 


For Cape Agulhas Municipality to continue improving the quality of services provided to its citizens 
it needs to generate the required revenue to fund the expenditure program of the municipality. In 
these tough economic times strong revenue management is fundamental to the financial 
sustainability of every municipality. The reality is that we are faced with development backlogs 

and poverty. 

The expenditure required to address these challenges will inevitably always exceed available 
funding; hence difficult choices have to be made in relation to tariff increases and balancing 
expenditures against realistically anticipated revenues. 

In view of the aforementioned, the following table is a consolidated overview of the proposed 
2014/15 Medium-term Revenue and Expenditure Framework; 


Table 3 Consolidated Overview of the 2014/15 MTREF (R’OOO) 


R thousand 


Current Year 
2013/14 

Adjusted Budget 


2014/15 Medium Term Revenue & Expenditure Framework 


Total OperaSng Revenue 


iBiaitfmfiT.'Birmi 


Budget Year 
2014/15 


Budget Year +1 
2015/16 


Budget Year +2 
2016/17 


Surplus/fDeficit) before capital transfers {3177)| (7635)1 ?84fi5i1 rTnaml 

TransfeiTed Recognised Capital ~~ 1^622 iTofi oW r/W 

'Surplus/(Deficit) for the year 10 444 T436 fST JW 

Total oprating revenue has declined by 1 .43 per cent or R3.173 million for the 2014/15 financial 
year when pmpared to the 2013/14 Adjustments Budget. For the two outer years, operational 
revenue will decrease by 0.43 per cent in 2015/2016 and increase by 3.04 per cent in 2016/17 

® revenue growth of R2.417 million over the MTREF when compared to the 
201 3/1 4 financial year. 

Total opening expenditure for the 2014/15 financial year has been appropriated at R226.480 
million ap translates into a budgeted deficit of R7.635 million before capital transfers. When 
cornparp to the 2013/14 Adjustments Budget, operational expenditure has grown by 0.57 per 
2014/15 budget. Operating expenditure is expected to decrease by 0.09 per cent in 

2016/17. The operating deficit, before capital grant 
transfers, for the two outer years increases to R8.462 million and R7.068 million respectively. 

We must however appreciate the fact that fluctuations from year to year in both operating revenue 
and operatag expenditure is largely affected by the levels of conditional transfers from various 
f we exclude these revenues as well as the related expenditure, the 
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R thousand 

Current Year 

2013/14 

2014/15 Medium Term Revenue & Expenditure Framework 

Adjusted Budget 

Budget Year 

2014/15 

Budget Year +1 

2015/16 

Budget Year +2 

2016/17 

1 olal Operating Revenue excluding conditional transfers 

178 838 

190 566 

200 421 

213 381 

Increase in revenue 


11 728 

9 855 

12 960 

Increase % 


6.56% 

5.17% 

6,47% 






1 otal Uperatng ^penditure excluding grant expenditure 

188 372 

203 333 

214 038 

226 377 

Increase in expenditure 


14 960 

10 706 

12 339 

Increase % 


7,94% 

5.27% 

5,76% 


As can be seen from the above, the growth in own revenue is not keeping up with the growth in 
operating expenditure over the MTREF. With the limited consumer base in the municipal area 
and already a significant portion of revenue derived from these consumers, the municipality might 
not have any alternative to cutting costs to ensure that the municipality remains a going concern 
in the foreseeable future. Approximately 10 per cent of revenue raised at the municipality is 
derived from the Equitable Share allocation. This percentage is lower than the benchmark set in 
the Western Cape as indicated below - 


% Ratios —Grants as a % of revenue 


30JBm 
15 4K 

t04m 

smk 

04H 




1 


/ 






With the municipality clearly dependent on revenue derived from its consumer base the 
municipality should guard against excessive rates and tariff increases that might be 
counterproductive and lead to an increase in bad debts. Debtor payment levels are currently very 

Agulhas municipality and is projected in excess of 95 per cent 
Western C JpT^ considered to be very good and in line with the benchmark set in the 
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Vote Description 

Current Year 

2014/15 Medium Term Revenue & 

2013/14 

Expenditure Framework 

R thousand 

Adjusted Budget 

Budget Year 

Budget Year 

Budget Year 


2014/15 

+1 2015/16 

+2 2016/17 






Total Capital Expenditure 

26 340 

19 316 

36 297 

35 523 

Funded by: 





National Government 

10 267 

10 802 

9 994 

9 206 

Provincial Government 

3 355 

269 



Transfers recognised - capital 

13 622 

11 071 

9 994 

9 762 

Borrowing 

- 


25 453 

23 260 

Internally generated funds 

12 718 

3 631 

3 000 

2 600 

Total Capital Funding 

26 340 

14 701 

38 447 

35 623 


The capital budget of R14,701 million for 2014/15 is R1 1.639 million (44.19 per cent) less when 
compared to the 2013/14 Adjustment Budget. This decrease is mainly the result of a decrease in 
grant and donation funding amounting to R2.551 million, with the balance of the decrease being 
attributed to a decrease in projects funded from internally generated funds. 

As a rule of thumb, capital expenditure (excluding assets financed from borrowing) should not 

exceed the cash generated by operations (including capital transfers) in order to maintain cash 
reserves. 


Description 


2014/15 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Adjusted 

Budget 

Budget Year 

2014/15 

Budget Year 

+1 2015/16 

Budget Year 
+2 2016/17 

NET CASH FROM OPERATING ACTIVITIES 

19 976 

10 170 

8 543 

9 796 

LOANS RAISED 


__ 

25 453 

23 260 

CASH AVAILABLE FOR CAPITAL PURPOSES 

19 976 

■BIQ 



CAPITAL ADDITIONS 

(26 340) 




SHORTFALL 

(6 364) 





It is clear that the municipality is not generating sufficient cash to fund assets to be purchased 
from internally generated funds. This can be seen in main reason for the sharp decline in cash 
resources identified earlier in this report. 


FINANCIAL VIABILITY 


The municipality should review its viability ratios on a continuous basis to ensure that all 
budgets support the long term financial viability of Cape Agulhas Municipality 


approved 


The ratios include the following: 


1) Asset Test Ratio 


J 

MUNISimUTEITtCAAPAGO, fr- 
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2) Payment Level (Excluding write-off of bad debts) 

3) Cash Generated from Oper^oris^Tyo ofRevenue 

4) Purchase of PPE as % of Cash Generated 

5) Cost Coverage (Excluding Unspent Grants) 

6) Debtors Turnover (days) (Before impairment) 

7) Long-term debt as % of Revenue 

8) Debt servicing cost to Revenue 

9) Short-term debt as % of Cash 

10) Cash Funded Budget over MTREF 


As depicted below, the viability scoring of the municipality is on the decline and various measures 
should be put in place to ensure that the scoring is increased to a level closer to the 100 
benchmark. At current levels the financial viability of Cape Agulhas Municipality Is 
seriously under threat 


Apart from scoring relating to the payment level of debtors and other debtor related ratios which 
IS currently favorable, the bulk of the other indicators are currently not favorable Most notably 
under the negative indicators is the fact that the MTREF is not cash funded throughout. 

Total Viability Scoring 


100.00 

90.00 

so.oo 

70.00 

60.00 

50.00 

40.00 

30.00 

20.00 
10.00 

0.00 
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Stabilising the downward trend in cash resources could be a major step towards financial viability. 


1.5 Operating Revenue Framework 
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Section 18 of the Municipal Finance Management Act, 2003, which deals with the funding of 
expenditure, states as follows; 

(1) “An annual budget may only be funded from - 

(a) Realistically anticipated revenue to be collected from the approved sources of 
revenue; 

(b) Cash-backed accumulated funds from previous financial years’ surpluses not 
committed for other purposes; and 

(c) Borrowed funds, but only for the capital budget referred to in section 17(2). 

(2) Revenue projections in the budget must be realistic, taking into account - 

(a) projected revenue for the current year based on collection levels to date; and 
(b) actual revenue collected in previous years.” 

The following table is a summary of the 2014/15 MTREF (classified by main revenue source): 


Table 3 Summary of revenue classified by main revenue source 


Description 

2010/11 

2011/12 

I 2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue S 




1 



Expenditure Framework 


Audited 

Audited 

Audited 

Original 

Adjusted 

Budget 

Budget 

Budget 







Year 

Year+1 

Year +2 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

2014/15 

2015/16 

2016/17 










Pro petty rates 

28470 

32427 

34 763 

39 03 

39t)3 

42304 

440-6 

46833 

Service charges - electricity revenue 

50109 

60022 

65092 

72 999 

70fi0 

74134 

78179 

83 63 

Service charges - water revenue 

13304 

14765 

Bir6 

3739 

17834 

20238 

20984 

22327 

Service charges - sanitation revenue 

4 885 

5434 

6336 

7352 

7352 

8446 

8898 

9432 

Service charges - refuse revenue 

8285 

8664 

9534 

t!175 

t)342 

12912 

6687 

14563 

Rental of facilities and equipment 

4655 

4756 

5014 

5898 

5898 

5287 

5562 

5832 

Interest earned - external investments 

3290 

2224 

2 050 

1650 

1650 

1666 

1766 

1872 

Interest earned - outstanding debtors 

450 

514 

637 

737 

737 

723 

767 

86 

Fines 

6* 

751 

*1 

1W 

m 

572 

824 

974 

Licences and permits 

1-B4 

10B 

1036 

1244 

1244 

1223 

1296 

1374 

Agency services 

1029 

1079 

1t)3 

1230 

1230 

1306 

1385 

1468 

T ransfers recognised - operational 

34641 

57579 

62 »7 

62543 

61237 

47665 

38 06 

33 66 

Other revenue 

2880 

2*7 

2575 

4025 

4026 

2366 

2452 

2 598 

Gains on disposal of PPE 

- 

- 

- 


- 

_ 



Total Revenue (excluding capital 

transfers and cootributroos) 

15J 807 

192 095 

■1 

227 882 

222 018 

218 845 

217 821 

224 435 







5 are excluded from the operating statement, as inci 
tort the calculation of the operating surplus/defidt. 


ue classified by municipal vote 


2010/11 

2011/12 

2012/13 

Current Year 2013/14 

Audited 

Audited 

i Audited 

Original Adjusted 

r? 

Outcome ; 

Outcome 

Outcome 

Budget Budget 

I F 


2014115 iediwn Term Rwettus & 

% 

E*|)«ditor« Frmwwrk 

Full Year 

ForecMt 2614115 +1 2015116 +2261611? 


Vole 7 - Road Transport 
Vote 8 - Eleclrici^ 

Vote 9 ■ Water 

Vote 10 - Waste Water Management 
Vote 11 - Waste Management 
Vote 12 - Environmental Protecton 
Vote 13 -Other 

Vote 14 -[NAME OF VOTE 14] 

Vote 15 -[NAME OF VOTE 15] 


Total Revenue by vote 


14 986 

16392 

5520 

6 435 


7 192 I 7 192 


35131 3513 


Table 5 Percentage growth in revenue base by main revenue source 


Description 


R thousand 


Current Year 2013/14 
Adjusted 

% 

Budget 


2014/15 Medium Term Revenue & Expenditure Framework 


Budget 
Year +1 
2015/16 


Budget 
Year +2 
2016/17 


Property rates 

Service charges - electricity revenue 
Service charges - water revenue 
Service charges • sanitation revenue 

Service charges - refuse revenue 
Renta! of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding debtom 
Fines 

Licences and permits 
Agency services 

Transfers recognised -operational 
Other revenue 

otal Revenue (excluding capital 
ransfers and contributions) 


otal Revenue from Rates and 



217 821 


224 42 ? 
~lf6 33e 
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Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the Municipality. Rates and service charge revenues comprise between 65 
and 80 percent of the total revenue mix. In the 2013/14 financial year, revenue from rates and 
services charges amounts to R144.810 million or 65.2 per cent of total revenue mix. This 
increases to an estimated R1 58.035 million (72.2%), R1 65.764 million (76.1%) and R1 76.338 
million (78.6%) in the respective financial years of the MTREF. 

The municipality remains highly dependent on internal revenue sources to fund the budget. This 
trend is set to continue over the MTREF as there are only modest increases in the equitable share 
allocation as indicated below; 



Equitable Share (Percentage Growth) 


7.60% 

7.40% 

7.20% 

7.00% 

6.80% 

6.60% 

6.40% 

6 . 20 % 

6 . 00 % 

5.80% 


I Equitable Share | 
(Percentage Growth) i 



Budget 2014/15 
19386000 

7.36% 



Budget 2015/16 
20615000 

6.34% 



Budget 2016/17 
22112000 

7.26% 
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able 2 Operating Transfers and Grant Receipts 


Description 

R thousand 

EXPENDITURE: ~~ ^ 

Operating expenditure of Transfers and Grants 
National Government: 

Local Government Equitable Share 
Finance Management 
Municipal Systems Improvement 
Municipal Infrastructure (MIG) 

EPWP Incentive 
RBIG 
IN EG 

Provincial Government; 

Housing 

Community Development Workers 
Subsidy Main Roads 
Subsidy Libraries 
Masimambane III Programme 
Thusong Centre 
Provincial Financial Grant 

Total operating expenditure of Transfers and Grants; 



2014/15 Medium Term Revenue & 


Expenditure Framework 

Adjusted 

Budget Year 

Budget Year 

Budget Year 

Budget 

2014/15 

+1 2015/16 

+2 2016117 

26 584 

24 620 

25 934 

28 198 

18 057 

19 386 

20 615 

22 112 

1 300 

1 175 

1 500 

1 700 

890 

146 

487 

1 019 

1 868 

793 

1 332 

1 367 

1 000 

1 120 


- 

270 

- 

- 


3 200 

2 000 

2 000 

2 000 

34 653 

23 046 

12 081 

4 968 

29 785 

18 590 

7 392 


144 

70 

74 

78 

159 

60 

64 

67 

4 194 

4 157 

4 317 

4 577 

68 

- 


- 

103 

169 

234 

246 

200 

- 

_ 


61 237 

47 665 

38 015 

33 166 


u* Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
Jther charges as low as possible. Municipalities must justify in their budget documentation all 








Cape Agulhas Municipality 


2014/15 Annual Budget and MTREF 


The current challenge facing the Municipality is managing the gap between cost drivers and tariffs 
levied, as any shortfall must be made up by either operational efficiency gains or service level 
reductions. Within this framework the Municipality has undertaken the tariff setting process 
relating to service charges as follows. 


1.5.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 


An increase of 8.5 per cent is proposed for 2014/15. This increase is above the upper boundary 
of the South African Reserve Bank’s inflation target, but is required to curb the downward trend 
in cash resources and ensure the municipality remains a going concern in the foreseeable future. 


Cape Agulhas— Property Rates 
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1 .5.2 Sale of Water and Impact of Tariff Increases 


South Africa fa^s similar challenges with regard to water supply as it did with electricity since 
demand grovirth outstnps supply. Consequently. National Treasury is encouraging all 
municipalities to carefully review the level and structure of their water tariffs to ensure: 


Water tariffs are fully cost-reflective - including the cost of maintenance and renew 
purification plantS’ water networks and the cost associated with reticulation expansio 
Water tariffs are structured to protect basic levels of service and ensure the provisic 
free water to the poorest of the poor (indigent); and 

Water tariffs are designed to encourage efficient and sustainable consumption. 


of 

of 


One of the main challenges facing the municipality is water losses The 
continuously exploring ways to limit its water losses to an acceptable level. 


municipality 


is 


A tariff increase of 9.5 per cent for residential consumers and 10.5 per cent for businesses from 
1 July 2014 for water is proposed. This increase is above the 6 per cent upper boundary of the 
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South African Reserve Bank’s inflation target. However, this increase is required due to the fact 
that the service is currently being operated at a loss if we take into account the capital 
requirements to be financed from own capital. 

Full details regarding the tariffs are included as Appendix B to this document. 

The tariff structure of the 2014/15 financial year has not been changed. The tariff structure is 
designed to charge higher levels of consumption at a higher rate, with the highest rate being 
R15.74 per kilolitre. This tariff structure is aimed at charging higher tariffs to higher consumers in 
an attempt to reduce water consumption. 


1 .5.3 Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk electricity pricing structure. A 8.06 per cent (nominal) 
increase in the Eskom bulk electricity tariff to municipalities will be effective from 1 July 2014. 

Electricity is regarded as a trading account which should make a profit. From the graph below it 
is clearly evident that the gross profit margin has been placed under pressure due to the inability 
of the municipality to pass all bulk tariff increases on to the consumer over recent years. 


% Ratios -Gross Profit - Electricity 



Considering the Eskom increases, the municipality managed to curb the increase of the 

consumption tariff to between 6.5% and 8.5% from 1 July 2014, which is in line with the bulk tariff 
incr©3s©. 


1 .5.4 Sanitation and Impact of Tariff Increases 

A tariff increase of 9.8 per cent for sanitation from 1 July 2014 is proposed. This increase was 
required to ensure that the tariff charged is more cost reflective. This increase is above the 6 per 
cent upper boundary of the South African Reserve Bank’s inflatio n target. However, this increas e 
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is required due to the fact that the service is currently being operated at a loss if we take into 
account the capital requirements to be financed from internal sources as well as other provisions 
(ie post-retirement benefits) not specifically allocated to this vote. 


1.5.5 Waste Removal and Impact of Tariff Increases 

A 12 percent increase in the waste removal tariff is proposed from 1 July 2014. This increase is 
above the 6 per cent upper boundary of the South African Reserve Bank’s inflation target. 
However, this increase is required due to the fact that the service is currently being operated at a 
loss if we take into account the capital requirements and other commitments to be financed from 
own funds. Commitments include the rehabilitation of landfill sites, which is one of the major 
liabilities of the municipality. This liability is currently not fully funded. 
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1 .5.6 Overall impact of tariff increases on households 


Information on the impact on households can is illustrated below. 


Description 

Rand/cent 

I 2010Z11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 

Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Year 

2014/15 

% incr. 

Budget Year 

2014Z15 

Budget Year 

2015/16 

Budget Year 

+2 2016/17 

Monthly Account for Household • ‘Middle Income 










Range' 










Rates and services charges: 










Property rates 

408.36 

449.19 

480.18 

489.75 

489.75 

1108% 

543.99 

576.63 

61123 

Electricity; Basic levy 

177.20 

177.20 

186.00 

189.72 

189.72 

6 , 00 % 

20110 

213.17 

225.96 

Electrici^: ConsumpSon 

581.48 

910.00 

1 010.37 

1 107.22 

1 107.22 

8.42% 

1 200.46 

1 272.49 

1 348.84 

Water: Basic levy 

65.00 

71.50 

76.51 

8187 

8187 

9.49% 

89,64 

95,02 

100.72 

Water: Consumption 

90,52 

99.56 

106.53 

114.08 

114.08 

9,50% 

124.92 

132,42 

140,36 

Sanitation 

57.74 

63.51 

69.23 

77.54 

77.54 

9.80% 

85,14 

90,25 

95.66 

Refuse removal 

66.76 

73,44 

78.14 

83.61 

83.61 

12 . 00 % 

93,64 

99,26 

105.21 

sub-total 

1 447.06 

1 844.40 

2 006.96 

2 143.79 

2 143.79 

0.66 

2 338.89 

2 479.22 

2 627.98 

VAT on Services 

145.42 

195.33 

213.75 

231.57 

23157 

7.73% 

25129 

266,36 

282,34 

Total large household bill; 

1 592,48 

2 039.73 

2 220.71 

2 375.36 

2 375.36 

0.74 

2 590.18 

2 745.59 

2 910.32 

% increaseZ-decrease 


28.1% 

8.9% 

7.0% 



0.09 

0.06 

0.06 

Monthly Account for Household • 'Affordable 










Range' 










Rates and services charges; 










Property rates 

11.36 

12.50 

13.36 

194,38 

194.38 

8.50% 

210.90 

223.55 

236,97 

Electricity: Basic levy 

88.60 

88,60 

93.00 

94,86 

94.86 

6 . 00 % 

100,55 

106.58 

112.98 

Elecfricity; Consumption 

274.21 

379,54 

421.40 

454,67 

454.67 

8.31% 

492.44 

521,99 

553.31 

Water: Basic levy 

65.00 

71.50 

76.51 

8187 

8187 

9.49% 

89.64 

95.02 

100.72 

Water: Consumption 

71,28 

78,41 

83.90 

89.85 

89.85 

9,49% 

98,38 

104.28 

110,54 

Sanitation 

57,74 

63.51 

69.23 

77.54 

77.54 

9.80% 

85.14 

90,25 

95,66 

Refuse removal 

66,76 

73.44 

78,14 

83,61 

83,61 

12 . 00 % 

93,64 

99.26 

105,21 

sub-total 

634.95 

767.50 

835.54 

1 076.78 

1 076.78 

0.64 

1 170.69 

1 240.93 

1 315.39 

VAT on Services 

87.30 

105,70 

115.10 

123.54 

123.54 

7.71% 

134.37 

142.43 

150,98 

Total small household bill; 

722.25 

873.20 

950.64 

1 200.32 

1 200.32 

0.71 

1 305.06 

1 383.36 

1 466.37 

% increaseZ-decrease 


20.9% 

8.9% 

26.3% 

- 


0.09 

0.06 

0.06 




-0.58 

1.96 

-100 





Monthly Account for Household ■ 'indigent' 










Household receiving free basic services 










Rates and services charges; 










Property rates 

7,69 

8.45 

9.04 

9.22 

9.22 

93,49% 

17.84 

18,91 

20,05 

Water. Basic levy 




16.83 

16.83 

5.94% 

17,83 

18,90 

20,03 

Sanitation 




15.51 

15,51 

9.79% 

17.03 

18.05 

19.13 

Reftise removal 




16.72 

16.72 

12 . 02 % 

18.73 

19,85 

21.05 

sub-total 

7.69 

8.45 

9,04 

58.28 

58.28 

1.21 

71.43 

75.72 

80.26 

VAT on Services 




6 . 8 ? 

6.87 

9% 

7,50 I 

7,95 

8.43 

Total small household bill; 

7.89 

8.45 

9.04 

65.15 

65.15 

1.30 

78.93 1 

83.67 

88.69 

% increaseZ-decrease 

j 

L 


9.9% 

T.0% 

620.7% 



0.21 I 

Q.06 

0.06 
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1.6 Operating Expenditure Framework 

Municipalities were once again reminded by the National Treasury that given on-going 
economic pressures, the revenue side of municipal budgets will continue to be constrained, so 
they will need to make some very tough decisions on the expenditure side of the budget. Priority 
still needs to be given: 

Ensuring that drinking water and waste water management meets the required quality 
standards at all times; 

- Protecting the poor; 

Ensure that public investments, services, regulations and incentives are focused in 
defined spatial areas (spatial targeting) to optimise overall connectivity and access to 
opportunities; 

- Provide clear signals to private sector; 

Transport, human settlements, bulk infrastructure, economic infrastructure, land use 
management (e.g. zoning), tax and subsidy incentives; 

Supporting meaningful local economic development (LED) initiatives that foster micro 
and small business opportunities and job creation; 

Securing the health of their asset base (especially the municipality’s revenue generating 
assets) by increasing spending on repairs and maintenance; 

- Expediting spending on capital projects that are funded by conditional grants; 

Ensuring that borrowed funds are invested in revenue generating assets as part of the 
capital programme; and 

- To implement cost containment measures 

The following table is a high level summary of the 2014/15 budget and MTREF (classified per 
main type of operating expenditure): 


Table 3 Summary of operating expenditure by standard classification item 


Description 

Current Year 2013/14 

2014/15 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Original 

Budget 

Adjusted 

Budget 

Budget Year 

2014/15 

Budget Year 
+1 2015/16 

Budget Year 

+2 2016/17 

Expenditure By Type 

Employee related coste 

77 029 

75 535 

78 871 

85 466 

92 329 

Remuneration of councillors 

3 338 

3 338 

3 511 

3 735 

3 974 

Debt impairment 

1 110 

1 110 

1 095 

1 095 

1 095 

Depreciation & asset impairment 

6 775 

7 014 

6 945 

6 805 

6 805 

Finance charges 

277 

1 199 

1 242 

1 270 

1 274 

Bulk purchases 

50 900 

53 500 

59 397 

62 472 

65 693 

Confracted services 

1 191 

1 072 

1 430 

1 592 

1 672 

Ofier ex penditire 

89 865 

82 428 

73 989 

63 848 

58 661 

total Expenditure 

230 484 

225 195 

226 480 

226 282 

iiTioF 
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The budgeted allocation for employee related costs for the 2014/15 financial year totals 
R78.871 million, which equals 34.82 per cent of the total operating expenditure. This percentage 
increases to 37.77 in 2015/2016 and 39.88 in 2016/2017. Should electricity bulk purchases and 
depreciation be excluded, in order to compare it with other municipalities on a more equal basis 
the situation is as follows: 


% Ratios —Employee Related Costs as part of Operating Expense 
excluding Depreciation & Bulk Purchases 
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This ratio is significantly higher than the benchmarking figure set between the municipalities in 
the Western Cape. This trend is further confirmed when compared to revenue as illustrated below: 


% Ratios -Employee Related Costs as a % of Revenue 
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The increase in Employee Related Costs takes into account the multi-year Salary and Wage 
Collective Agreement for the period 1 July 201 2 to 30 June 2015. ^ ^ 


he cost ^sociated with the remuneration of councilors is determined by the Minister of Co- 
^rative Governance and Traditional Affairs in accordance with the Remuneration of Public 

Act, 1998 (Art 20 of 1998). The most recent proclamation in this regard has been 
taken into account in compiling the Municipality’s budget. 
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The provision of debt impairment was determined based on an annual collection rate of 95 per 
cent and the Debt Write-off Policy of the Municipality. While this expenditure is considered to be 
a non-cash flow item, it informed the total cost associated with rendering the services of the 
municipality, as well as the municipality’s realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
of asset consumption. 

Bulk purchases are largely informed by the purchase of electricity from Eskom. The annual price 
increases have been factored into the budget appropriations and directly inform the revenue 
provisions. The expenditures include distribution losses. Electricity bulk purchases represent 
25.83 per cent of expenditure. This percentage increases slightly over the MTREF at 27.14 per 
cent during 2015/16 and 27.86 per cent during 2016/17. When compared to the benchmarks in 
the Western Cape, this ratio’s for the municipality is in line. 


% Ratios -Bulk Purchases as part of Operating Expense excluding 

Depreciation 
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% Ratios -Bulk Purchases as a % of Revenue 
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National Treasury is introducing a new Chart of Accounts and additional expenditure line-items 
in the budget. One of these line-items is “Other materials”. Other materials comprise of amongst 
others the purchase of fuel, diesel, materials for maintenance, cleaning materials and chemicals. 
This group of expenditure has been identified in order to measure sustainability of the 
Municipality’s infrastructure. The municipality's financial systems are, however, not yet ready to 
implement this change and will be addressed in future budgets. 

Contracted services currently consist of the following and are linked to the delivery of piimarv 
services: ^ t' i 

Payment Facilities 
- Recycling Services 


Other expenditure comprises of various line items relating to the daily operations of the 
municipality (including repairs and maintenance as well as operating grant expenditure). 

Figure 1 Main operational expenditure categories for the 2014/15 financial year (R’OOO) 


Expenditure by Type 2014/15 
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1.6.1 Priority given to repairs and maintenance 


National Treasury observed that budget appropriations for asset renewal as part of the capital 
programme and operational repairs and maintenance of existing asset infrastructure is stilf not 

municipalities, regardless of guidLce supplied in prLviouf 
Budget Circulars. Asset management is a strategic imperative for any municipality and needs to 
be priontised as a spending objective in the budget of municipalities. 


For the 2014/15 budgets and MTREF’s, municipalities must ensure 
management and take into consideration the following: 


they prioritise asset 



Operational repairs and maintenance should not be less than 8 per 
value (write down value) of the municipality’s Property Plant and Eq 


Although the municipality is not achieving the benchmark set for repairs and maintenance, it 
should be noted that a significant portion of the capital program is allocated to the renewal of 
existing assets. This allocation is well in excess of the 40 per cent benchmark throughout the 

MTREF and is considered to be sufficient to support the lack of allocation to repairs and 
maintenance. The current allocation relating to repairs and maintenance and the renewal of 
existing assets is deemed to be adequate to secure the ongoing health of the municipality’s 
infrastructure and other assets. 


Table 4 Ri 


lepairs and maintenance per asset class 


Description 


R thousand 


Current Year 2013/14 


2014/15 Medium Term Revenue & 
Expenditure Framework 


Original J Adjusted Budget Year f BudgS^ Year 'Budget Year 
Budget Budget 2014/15 I +1 2015/16 +2 2016/17 


EXPENDITURE OTHER ITEMS 


Repairs and Maintenance by Asset Class 

Infrastructure - Road transport 
Infrastructure - Electricity 
Infrastructure - Water 
Infrastructure - Sanitation 
infrastructure 
Ottier assets 

TOTAL EXPENDITURE OTHER ITEMS 



11 537 
1 643 
914 
1 192 
552 
4 301 
7 236 
18 312 



10 447 

10 063 

10 320 

10 757 

1 528 

1 524 

1 562 

1 614 

814 

855 

897 

942 

1 173 

1 368 

1 440 

1 500 

472 

496 

512 

526 

3 987 

4 243 

4 411 

4582 

6 459 

5 820 

5 909 

6 175 

17 460 

17 008 

17 125 

17 562 


51.1% 

191.7% 

4.0% 

8.(m 



I Basic Social Services Package 


70.8% 
370. 7% 
3.2% 
10 . 0 % 



s households that are poor or face other circumstances that 'irr-if their 
To receive these free services the households are required to rtto.'-o. 
y’s Indigent Policy. Detail relating to free services, raa; •- 

r^felPALITEiT KiAP AGUlr^t 






I ne ^ cost ot the social package of the registered indigent households is financed by tf 
municipality self and largely by utilising the municipality’s unconditional equitable share grar 
allocated in terms of the Constitution to local government, and received in terms of the annu 
Division of Revenue Act. The cost associated with indigent subsidies amounts to R6.298 millic 
in 2016/16 and increases to R6.687 million and R7.067 million in the 2 outer years respectively 

1.7 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 

Table 5 2014/15 Medium-term capital budget per vote 


Vote Description 


R thousand 

Capital expenditure - Vote 

I 

Multi-year expenditure to be appropriated 
Vote 5 - Sport and Recreation 
Vote 7 - Road Transport 
Vote 8 - Electricity 
Vote 9 - Water 

Vote 10 - Waste Water Management 
Vote 1 1 - Waste Management 

Capital multi-year expenditure sub-total 

Single-year expenditure to be appropriated 
Vote 1 - Executive and Council 
Vote 2 - Budget and Treasury Dice 
Vote 3 - Corporate Services 
Vote 4 - Community and Social Services 
Vote 5 - Sport and Recreation 
Vote 6 - Public Safety 
Vote 7 - Road Transport 
Vote 8 - Electricity 
Vote 9 - Water 

Vote 10 - Waste Water Management 

Vote 1 1 - Waste Management 
Vote 1 3 - Ofier 


Current Year 2013/14 

2014/15 

Exp 

VIedlum Term Revenue & 

enditure Framework 

Original 

Adjusted 

Budget Year 

Budget Year 

Budget Year 

Budget 

Budget 

2014/15 

+1 2015/16 

+2 2016/17 

900 

961 

100 

1 500 

1 350 

7 867 

8 517 

100 

4 900 

5 730 

780 

780 

800 

1 180 

1 180 

- 

- 

350 

2 300 

2 000 

8 875 

5 926 

- 

1 000 

2 500 

- 

- 

- 

830 

850 

18 422 

16 184 

1 350 

11 710 

13 610 

_ 

— 

57 



450 

450 

925 

1 535 

718 

7 

7 

305 

1 457 


1 572 

4 643 

1 643 

760 

130 

1 240 

1 160 

1 994 

4 650 

3 000 

- 

- 

24 

1 490 

670 

1 050 

2 278 

7 388 

9 160 


1 380 

1 255 

50 

750 

■■H 

100 

100 

550 

3 670 

^■ll 

50 

50 

50 

1 050 

800 

214 

214 

280 

2 210 

5 750 

- 

- 

85 

5 


6 062 

10156 

13 351 

26 737 , 

22 31 1 . 

— 

















porting Regulations. These tables set out the municipality’s 2014/1 
approved by the Council. Each table is accompanied by explanator 


- Budget Summary 


Current Year 2013/14 


2014/15 Medium Term Revenue & 
Expenditure Framework 


Proper^ rates 
Service charges 
Investment revenue 
Transfers recognised - operafional 
Other own revenue 

Total Revenue (excluding capital transfers and 
contributions) 

Employee costs 
Remuneration of councillors 
Depreciation & asset impairment 
Finance charges 
Materials and bulk purchases 
Other ex penditure 
Total Expenditure 
Surp!us/(Deficit) 

T ransfers recognised - capital 
Surplus/fDeficif) for the year 


Audited 

Outcome 


90 788 
219 014 
(11 272) 
23 712 
12 440 


Budget Year 

2014/15 

Budget Year 

+1 2015/16 

|Buigit"Year 

+2 2016/17 

42 304 

44 016 

46 833 

115 731 

121 749 

129 505 

1 666 

1 766 

1 872 

47 665 

38 016 

33166 

11 479 

12 275 

13 059 

218 845 

217 821 

224 435 

78 871 

85 466 

92 329 

3 511 

3 735 

3 974 


6 945 I 
1 242 
59 397 
76 514 
226 480 
(7 635) 
11 071 
3 436 


6 805 
1 270 
62 472 
66 535 
226 282 
(8 462) 
9 994 
1 532 
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20'I4I15 Medium Term Revenue & 
Expenditure Framework 

R thousands 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Yea 
2014/15 

Budget Yeai 

♦1 2015/16 

Budget Year 

+2 2016/17 








Capital eipenditure 

43 6K 

24 484 

26 340 

14 701 

38 447 

35 623 

T ransfers recognised - capital 

23 715 

13417 

13 622 

11 071 

9 994 

9 762 

Public contributions & donations 

- 


- 


__ 

_ 

Borrowing 

44 


- 


25 453 

23 260 

Internally generated tends 

19 896 

11 068 

12 718 

3 631 

3 000 

2 600 

Total sources of capital funds 

43 653 

24 484 

■ 

14 701 

38 447 

35 623 

Financial position 







Tofal current assets 

40 815 

31 030 

35167 

35 334 

31 212 

28 415 

T otal non current assets 

300 381 

305 955 

319 700 

327 450 

359 087 

387 899 

T obi current liabilities 

18 013 

16 962 

16 980 

18 912 

22 017 

25 971 

T otel non current liabilities 

52 263 

41 231 

56 523 

59 073 

81 950 

101 317 

Community wealti/Equily 

270 920 

278 792 

281 365 

284 800 

286 332 

289 026 

Cash flows 







Net cash from (used) operating 

31 836 

17 668 

19 976 

10170 

8 543 

9 796 

Net cash from (used) investing 

(33 772) 

(24 479) 

(26 333) 

(14 695) 

(38 441) 

(35 617) 

Net cash from (used) financing 

(87) 

(199) 

(139) 


22 647 

18 628 

Cash/cash equivalents at the year end 

24 562 

9 561 

18 066 


6192 

(1 000) 

Cash backfng/surplus reconciliation 







Cash and investments available 

24 703 

9 561 

18 207 

13 583 

6 333 

(859) 

Application of cash and investments 

12 782 

9 078 

11 639 

956 

(9 552) 

(18 298) 

Balance - surplus (shortfall) 

11921 

483 

6 567 

12 628 

15 885 

17 439 

Asset management 







Asset register summary (WDV) 

280 824 

296 674 

300 565 

308 736 

340 793 

370 026 

Depreciation & asset impairment 

7064 

6 775 

7 014 

6 945 

6 805 

6 805 

Renewal of ExisSng Assete 

23 495 

15 642 

13 448 

8 888 

23 307 

25 228 

Repairs and Maintenance 

8 697 

11 537 

10 447 

10 063 

10 320 

10 757 

Free services 

Cost of Free Basic Services provided 

6 904 

7 503 

7 503 

7 503 

7 907 

7 907 

Rev enue cost of free serv ices prov ided 

4 4» 

7 684 

7 684 

7 684 

8 099 

8 099 

Households below minimum service level 







Water: 

1 

1 

1 

1 

1 

1 

Sanibion/sewarage: 

•i 

1 

■f 

1 

1 

4 

Energy : 

1 

1 

i 

1 

1 

1 

Refase: 

1 

1 

1 

•j 

1 

1 
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Explanatory notes to MBRR Table A1 - Budget Summary 

1 . Table A1 is a budget summary and provides a concise overview of the Municipality’s budget 
from all of the major financial perspectives (operating, capital expenditure, financial position, 
cash flow, and MFMA funding compliance). 

2 . The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard: 

a. The accumulated surplus is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget 

iii. Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the Cash 
Flow Budget. 

4. The Cash backing/surplus reconciliation shows a sharp decline over the MTREF. This will in 
turn result in a sharp decline in the CRR to the extent that the reserve will be fully depleted in 











Outcome 


Current Year 201S14 

^riginii [” Adjusted 
Budget I Budget 


Governance and adminisb'ation 
ExecuSveand council 
Budget and reasury oice 
Corporate services 
Community and public safety 
Community and social services 
Sport and recreation 
Public safely 

Economic and environmental services 
Road transport 
Environmenlal protecSon 
Trading services 
Electricity 
Water 

Waste water management 
Waste management 

Total Expenditure - Standard 
Surplus/(Deficit) for the year 


16 846 i 


230 484 I 



Explanatory notes to iVIBRR Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification divides the 
municipal services into 1 5 functional areas. Municipal revenue, operating expenditure and 
fif classified in terms if each of these functional areas which enables 
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Current Year 2013/14 


Audited 

Outcome 


Revenue by Vote 

Vote 1 - Execute and Council 

Vote 2 - Budget and T reasury Office 

Vote 3 - Corporate Serv ices 

Vote 4 - Communi^ and Social Services 

Vote 5 - Sport and Recreation 

Vote 6 - Public Safely 

Vote 7 - Road T ransport 

Vote 8 - Electricity 

Vote 9 - Water 

Vote 10 - Waste Water Management 
Vote 11 - Waste Management 
Vote 12 - Environmental Protection 
Vote 13 - Other 

Total Revenue by Vote 

Expenditure by Vote to be appropriated 

Vote 1 - Execuive and Council 

Vote 2 - Budget and Treasury Office 

Vote 3 - Corporate Services 

Vote 4 - Communty and Social Service 

Vote 5 - Sport and Recreation 

Vote 6 - Public Safety 

Vote 7 - Road Transport 

Vote 8 - ElecWcty 

Vote 9 - Water 

Vote 10 - Waste Water Martagement 
Vote 1 1 - Waste Management 
Vote 12 - Environmental Protecfion 
Vote 13 - Ofier 
Total Expenditure by Vote 


Original 

Budget 

71292 
41943 
535 
5 990 
5 083 
3 513 
193 
74 846 
19 007 
7 462 
11 434 


Adjusted 

Budget 


2117 
218 014 


13 316 

13 983 

11033 

10 848 

229 916 

227 814 

19 599 

21 463 

26 547 

28 319 

16 851 

17 446 

31292 

21 825 



6 410 

6 915 

11 005 

10 995 


73 203 

12 876 I 

13 860 


7 272 

11223 

11 607 

573 

616 

4 4ol 

3 497 


226 282 

3 436 1 

1 532 1 
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a view of the budgeted financial performance in relation to the revenui 
per municipal vote. This table facilitates the view of the budgeted ope 
in relation to the organisational structure of the yunicipality. This mean 
resent the operating surplus or deficit of a vote. 

Table A4 - Budgeted Financial Performance (revenue and expenditurt 


Audited 

Outcome 


Current Year 2013/14 Revenue S 

Expenditure Frametwrk 

Original Adjusted Budget Year | BudgetYearTudgSTeir 
Budget Budget 2014/15 I +1 ?015/lfi *■> omkht 


Property rates 

Service charges - eleotrio% revenue 
Service charges - water revenue 
Service changes - sanilaiion revenue 
Service chaiges - refuse revenue 
Rental of feciliSes and equipment 
Interest earned - external investmente 
Interest earned - oufitandfng debtors 
Fines 

Licences and perm its 
Agency services 
T ransfers recognised - operating 
Other revenue 

Total Revenue (excluding capital transfers' 
and contributions) 


IjjuaaftiiiwBaana 


16 175 
6 336 
9 534 
5 014 
2 050 
637 
861 
1 036 

1 103 
62 567 

2 575 
207742' 


Employee related costs 
Remuneration of councillors 
Debt impairment 
Depreciation & asset impairment 
Finance charges 
Bulk purchases 
Contracted services 
Ofier ex penditure 
Loss on disposal of PPE 


39103 
72 999 
18 739 
7 352 
11 175 
5 898 
1 650 
737 
1 186 
1 244 
1 230 
62 543 
4 025 


39103 
70 180 
17 834 
7 352 
10 342 
5 898 
1 650 
737 
1 186 
1 244 
1 230 
61 237 
4 025 
2^'oi8" 
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Current Year 2013/14 


2014/15 ^tedium Term Revenue & 
Expenditure Frame\iwrk 


Audited 

Outcome 


Multi-year expenditure to be appropriated 

Vote 5 - Sport and Recreation 
Vote 6 - Public Safely 
Vote 7 - Road Transport 
Vote 8 - Electtcity 
Vote 9 - Water 

Vote 10 - Waste Water Management 
Vote 11 - Waste Management 

Capital multi-year expenditure sub-total 

Single-year expenditure to be appropriated 

Vote 1 - Executive and Council 

Vote 2 - Budget and Treasury Dice 

Vote 3 - Corporate Services 

Vote 4 - Community and Social Services 

Vote 5 - Sport and Recreation 

Vote 6 - Public Safety 

Vote 7 - Road Transport 

Vote 8 - EiecWcify 

Vote 9 - Water 

Vote 10 - Waste Water Management 
Vote 1 1 - Waste Management 
Vote 13 - Other 




10 156 
26 340 


Budget Year 

Budget Year 

Budget Year 

2014/15 

+1 2015/16 

+2 2016/17 

100 

1 600 

1 350 

100 

4 900 

5 730 

800 

1 180 

1 180 

350 

2 300 

2 000 

- 

1 000 

2 500 

- 

830 

850 

1 350 

11 710 

13 610 

57 



925 

1 535 

718 

305 

1457 


1643 

760 

130 

1 994 

4 650 

3 000 

24 

1490 

670 

7 388 

9 160 

10 595 

50 

750 

50 

550 

3 670 

300 

50 

1050 

800 

280 

2 210 

5 750 

85 

5 


13 351 

26 737 

22 813 

14 701 

38 447 

35 623 
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Outcome 


xecuiveand councii 
udgetand tsasury oioe 
otporate services 


wiMiimiut’M 




Communi^ and social services 
Sport and recreation 
Public safety 

Economic and environmental services 
Road Iransport 


Electricity 

Water 

Waste water management 
Waste management 

Other 

Total Capital Expenditure • Standard 


Original 

Adjusted 

Budget 

Budget 

i 457 

457 

450 

450 

7 

7 

3 712 

6 764 

1 572 

4 643 

2140 

2121 

8 917 

10 795 

8 917 

10 795 

11 399 

8 324 

2160 

2 035 

100 

100 

8 925 

5 976 

214 

214 

24 484 

26 340 


National Government 
Provincial Government 
Other transfers and grante 












Cape Agulhas Mynicioalitv 


2014/15 Annual Budget and MTREF 


Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 

classification and funding source 

1. Table A6 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by standard 
classification; and the funding sources necessary to fund the capital budget, including 
information on capital transfers from national and provincial departments, 

2. The MFMA provides that a municipality may approve multi-year or single-year capital budget 
appropriations. 

3. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that 
will be incurred in the specific budget year such as the procurement of vehicles and 
specialized tools and equipment. The budget appropriations for the two outer years are 
indicative allocations based on the departmental business plans as informed by the IDP and 
will be reviewed on an annual basis to assess the relevance of the expenditure in relation to 
the strategic objectives and service delivery imperatives of the Municipality. For the purpose 
of funding assessment of the MTREF, these appropriations have been included but no 
commitments will be incurred against single-year appropriations for the two outer-years. 

4. The capital program is funded from National, Provincial and Other grants and transfers, 
borrowing and internally generated funds from current and prior year surpluses. 
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Audited 

Outcome 


Original 

Budget 


I Adjusted 
I Budget 


Current assets 
Cash 

Consumer debtors 
Other debtors 

Current portion of long-term receivables 
Inventory 


Total current assets 

40 815 

31 030 

35167 

35 334 

31 212 

28 415 

Non current assets 

Long-term receivables 

351 

370 

345 

338 

332 

326 

loves Imenls 

140 

140 

140 

140 


Investment property 

35 710 

36 592 

35 707 

35 704 

35 701 

35 699 

Property , plant and equipment 

244 594 

260 038 

264 371 

272 060 

HU 

333 435 

Intangible 

520 

44 

488 

971 

932 

892 

Other non-current assets 

19 065 

8 911 

18 650 

18 236 

17 821 


Total non current assets 

300 381 

305 955 

319 700 

327 450 


387 899 

TOTAL ASSETS 

341 196 

336 985 

354 868 

362 785 

390 299 

416 314 


LIABILITIES 
Current liabilities 

Bank overdraft 
Borrowing 
Consumer deposife 
T rade and other payables 
Provisions 

Total current liabilities 

Mon current liabilities 
Borrowing 
Provisions 


TOTAL LIABILITIES 


Accumulated Surp(u8/(Deficif) 










Explanatory notes to Table A6 - Budgeted Financial Position 

1. Table A6 is consistent with international standards of good financial management practice, 
and improves understandability for councilors and management of the impact of the budget 
on the statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1, which is 
generally aligned to the international version which presents Assets less Liabilities as 
accounting Community Wealth. The order of items within each group illustrates items in 
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be 
met from cash, appear first, 

3. Table A6 is supported by an extensive table of notes (SA3) providing a detailed analysis of 
the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• T rade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption 
will impact on the cash position of the municipality and subsequently inform the level of cash 
and cash equivalents at year end. Similarly, the collection rate assumption should inform the 
budget appropriation for debt impairment which in turn would impact on the provision for bad 
debt. These budget and planning assumptions form a critical link in determining the 
applicability and relevance of the budget as well as the determination of ratios and financial 
indicators. In addition the funding compliance assessment is informed directly by forecastina 
the statement of financial position. 



Audited 

Outcome 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepay ets and other 
Gov eminent - operating 
Gov eminent - capitel 
interest 

Payments 

Suppliers and employees 
Finance charges 

NET CA SH FROM/{USED) OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 

Proceeds on disposal of PPE 
Decrease (increase) other non-current receivables 
Decrease (increase) in non-current invesimenis 
Payments 
Capital assets 

NET CASH FROM/(USED) INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

Receipts 

Borrowing long Serm/relinancing 
Increase (decrease) in consumer deposits 
Payments 

Repay ment of boiTOwing 

NET CASH FROM/(USED) FINANCING ACTIVITIES 

«T INCREASE/ (DECREASE) IN CASH HELD 
Cash/cash equivalents at ttie year tegin: 

Cash/cash equivalents at frie year end: 






1 . The budgeted cash flow statement is the first measurement in determining if the budget is 

funded. 

2. it shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the budget. It is projected that the municipality will go into overdraft durinq 
2016 / 17 . 


Table 13 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 


Description 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Year 
2014/15 

Budget Year 

+1 2015/16 

Budget Year 

+2 2016/17 

Cash and investments available 

Cash/cash equivaienfe at the year end 

24 562 

9 561 

18 066 

13 443 

6192 

(1 000) 

Non current assets - Investments 

140 

- 

140 

140 

140 

140 

Cash and investments available: 

24 703 

9 561 

18 207 

13 583 

6 333 

(SSB) 

Application of cash and investments 







Unspent conditional transfers 

2 602 

(137) 

419 

419 

419 

419 

Other working capital requiremente 

(9 657) 

(12 522) 

(9817) 

(12 463) 

(15 671) 

(18 717) 

Reserves to be backed by cash/investments 

19 837 

21 737 

21037 

13 000 

5 700 

- 

Total Application of cash and investments; 

12 782 

9 078 

11 639 

956 

(9 552) 

(18 298) 

Surplus(shortfall) 

11 921 

483 

6 567 

12 628 

15 885 

17 439 


Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 
Reconciliation 


1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements 
of MFMA Circular 42 - Funding a Municipal Budget. 

2. in essence the table evaluates the funding levels of the budget by firstly forecasting the cash 
and investments at year end and secondly reconciling the available funding to the 
liabilities/commitments that exist. 

exercise would either be a surplus or deficit, A deficit would indicate that 




































Piped water inside yard (but not irt dwelling) 

Using public tap (at least min.seryice level) 

Oiberwater supply (at least min.service level) 

Minimum Service Level and Above sub-total 
Using public lap (< min.service level) 

Other water supply (< min.service level) 

No water supply 

Below Minimum Service Level sub-total 
Total number of households 


Flush toilet (connected to sewerage) 

Flush toilet (with septic lank) 

Chemical toilet 
Pit toilet (venlilated) 

Other toilet provisions {> min.service level) 

Minimum Service Level and Above sub-total 

Bucket toilet 

Other toilet provisions (< min.service level) 

No toilet provisions 

Be/ow Minimum Service Level sub-total 
Total number of households 

ElecWcily (at least min.service level) 

Electricity - prepaid (min.service level) 

Minimum Service Level and Above sub-total 
Eleciriclly (< min.service level) 

Electricity - prepaid {< min, service level) 

Other energy sources 

Below Minimum Service Level sub-total 
Total number of households 
I Refuse: 

Removed at least once a week 

Minimum Service Level and Above sub-Mai 
Removed less frequently than once a week 
Using communal refuse dump 
Using own refase dump 
Other rubbish disposal 
No rubbish disposal 

Below Minimum Service Level sub-total 







13 




Outcome 


Original Adjusted 

Budget Budget 


7 762 

7 903 : 

7 903 

2 343 

2 418 i 

2418 

2343 

2 418 : 

2 418 

2 343 

2 418 

2 418 


Water (6 Wlolilres per household per month) 

SanitaSon (free sanitaSon service) 

Electricity /otter energy (50kwh per household per tnottih) 
Refuse (removed once a week) 

Total cost of FBS provided (minimum social package) 


2 280 

2 439 

2 439 

1786 

2 000 

2 000 

773 

834 

834 

2 065 

2 230 

2 230 

6 904 

7 503 

7 503 


Highest level of free service orovided 


Property rates (R value threshold) 

Water (kiloiilres per housdiold per month) 
Sanitation (kilolitres per household per month) 
Sanitation (Rand per household per month) 
Electricity (kwh per household per month) 
Refuse (average litres per week) 

Revenue cost of free services provided (R'OOO) 


Property rates (R15 000 threshold rebate) 

Property rates (other exemptions, reductions and rebates) 

Water 

Sanitation 

Eleciricity/olher energy 
Refuse 

Municipal Housing - rental rebates 
Housing - top structure subsidies 
Other 
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2.1 OYerview of the annual budget process 

POLITICAL OVERSIGHT OF THE BUDGET PROCESS 

Section 53 (1 ) (a) of the MFMA (no 56 of 2003) stipulates that the Mayor of a municipality must 
provide general political guidance over the budget process and the priorities that must guide the 
preparation of a budget. 

Political oversight of the budget process is necessary to ensure that the needs and priorities of 
the community, as set out in the IDP, are properly linked to the municipality’s spending plans. 
The mayoral committee is one of the key elements in accomplishing the linkage between the 
IDP and the Budget of a municipality. 

SCHEDULE OF KEY DEADLINES RELATING TO THE BUDGET PROCESS 

The mayor must, according to the MFMA, co-ordinate the processes for preparing the annual 
budget and for reviewing the municipality’s IDP and budget-related policies. The mayor 
therefore tabled a schedule of key deadlines with regards to the budgetary process and the 
review of the municipality’s IDP. These key dates are available on the website of the 
municipality 


PURPOSE OF THE BUDGET AND IDP PROCESS PLAN 

The purpose of the process plan is to indicate the various planned activities and strategies on 
which the municipality will embark to compose its Integrated Development Plan for the five year 
cycle (2013/2014-2017/2018) and the budget for the 2014/2015 financial year and the two outer 
years. 

The process plan enhances integration and alignment between the IDP and the Budget, thereby 
ensuring the development of an IDP-based budget. It fulfils the role of an operational framework 
for the IDP and Budget process outlining the manner in which this process was undertaken. In 
addition, it identifies the activities in the processes around the key statutory annual operational 
processes of the budget and IDP compilation, performance management implementation and 
the adoption of the municipality’s annual report. 

2.1.1 IDP and Service Delivery and Budget impfementation Plan 

The Municipality’s IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions. This framework is rolled out 
into objectives, key performance indicators and targets for implementation which directly inform 
the Service Delivery and Budget Implementation Plan. 



2.1.2 Commynitf Consultation 


,, . ■ be carried out during April 2014. During this process members of 

the community will be afforded the opportunity to provide inputs and comments on the draft budget 
presented to them. The comments and inputs will be reviewed and where viable the proposed 
changes will be incorporated into the final budget to be approved by Council at the end of May 


Overview of alignment of annual budget with IDP 


The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 


Municipalities in South Africa need to utilise integrated development planning as a method to plan 
future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal IDP provides a five year strategic programme of action aimed at 
setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents. The plan aligns the 
resources and the capacity of a municipality to its overall development aims and guides the 
municipal budget An IDP is therefore a key instrument which municipalities use to provide vision 
leadership and dirertion to all those that have a role to play in the development of a municipal 
se^ice dllite^®''^ municipalities to make the best use of scarce resources and speed up 


a'^o'^SSt others, an approach 

to planning aimed at involving the municipality and the community to jointly find the best solutions 
sustainable development. Furthermore, integrated development planning provides a 
in the miSpa"ty managing and guiding all planning, development and decision making 

L'f ^be IDP developed by municipalities correlate with National and Provincial 

mtent. It must airn to co-ordinate the work of local and other spheres of government in a coherent 
plan to improve the quality of life for all the people living in that area Applied to the Municioaiitv 
provincial importance should be reflected in the IDP of the municipaifty A 
dear understanding of such intent is therefore imperative to ensure that thT 
strategically complies with the key national and provincial priorities. 

The 2014/1 5 MTREF has therefore been directly informed by the IDP process and the folio 
tables provide the reconciliation between the IDP strategic objectives and operating revenue 
Operating expenditure and capita! expenditure. ^ 




budgeted revenue 


Sb’itsgic ObjesMvt 

God 

1 

' Cede 

^^13 

Current Year 2013/14 




Audited 


Adjusted 

R thousand 



Outcome 

Budget 

1 Budget 

Good Gov^nancs 

To in^ m ^eclve 

deKvay s&Sid std grsd 

gpM&nanca {?acfc% 

A 

79274 

712^ 

i 6S9S! 

Sustainable infrashictre Deyekjjmient 

Rovi(k Sus^.^ W^suetes 

bf mpiwuig and recorsttsfog access reacfe, 

otw sl'e^ and stem w^r. 

8 

3X1 

1§3 

! 193 

Susteinabig Sasic Seryices 

To !?ovi(ie ad3(^le susfeind3te be^ ^vtces 

C 

mm 

74846 

nox 


f^imiTov^qy^ty 

by ^adcalng service tfeKvay t^i^gs ^ 
prwic^g susfein^:^ ^eotx^. 

Tc provide adequate susfen^b^ ^vic^ 
te improved ol br oir conmun^ 

by ffa^cating servk% d^ery bacido^ skI 
j^idmg susiaxr^e wbtEs- 

D 

16 m 

19007 

' 18102 


To iiHOVide ade^isfe sustoabie bask; 
fcr improved <^8% of fife fix' our 
by erarScaling s)xvtce deliv^ backlog mid 
providing Ngh quafi^ sewer^ and sanifelon 

E 

em 

7 462 

7 462 


services. 






To (x-ovide adequate bask; 

for improved quality of Bfe for otr commui^es 
by a-adicaSng swvice d^ery backlog and 
provicting high qu^ wasfe management 

F 

9 806 

11 434 

10 601 


swvices. 






Provide support services b d^srtments and 
contribute te the d^ivery ofsustameblebseic 
service delivay 

G 

5 

1 

1 

Ewiromsntai Protection 

The dk>ca6<m of suSci^t fer^ds to fee protecfon 
and conservaion ofthemunictoefi erea 

H 

- 

“ 

- 

Socief Oevelopmmt 

To create a healfey and eusbrinable 
environmwtby improving social services 
he maintenance of public facififies and buSdngs. 


4 926 

5 990 

7 192 


To create and maintain fxtofic seas, sporteldds 
and resorts for toe benefit of fee commtmi^ . 

-■ 

3992 

5 083 

5 083 

Financial lability 

To create an env irotment d etec&ve. 

K 

37 889 

41 943 

41943 


accoutJteWe aid viatte financial mawgenent 
w #1 reliable infermslon twhndogy and acetal 
d^ase by fiJy imp^en^g alf MFMA 
eguiafons and refcrms 

0 creste m envicawnait of eieefive. 

L 

896 

535 

535 

Safety & Security 

Totai Revenue (exetuding eapliei Irani^rs and contrlbubons) 

accountable and virt^ ln««ciaf maf^anent 
srife rdi^ie teohndo^ and a«!Uf^ 

iatabase by to% imptems^ng ^ MFMA 
eguiafiwis aidr^ms 

0 cre^ a safe am? seciae «?vram!«}f by 
yovH^ng Iraffc »5d letated sevioes. 

M 

2^ 

3 513 1 

3 513 



231^ 

241 299 j 

23S848 


May 2014 
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Goal 


^213 


C^d C^vernance 


Susteinabie inS'ast’uctire Development 


jSusteinabte Basic Services 


Enviromental Protection 


Social Development 


Financial Viabiil^ 


To biaid an tnstt^n capatte erf 1 

s^ivay witfi sound aAnimsffafen okJ 
govemgnee pra^fces 

F^v ide SusWnable infrasfitjcftre B 

Ctevek^ment by improving and recoi^fc^lro 
acc^s roads, (#ier slreete and sS^ wate^. 

To provide atequaesustan^ basic C 

serv ices for improvaj of life lx mr 

commufflies by era(SG^ng swice {teliVa^ 
backlog and providing sus^nable etectecify. 

To provide adequate sustainable D 

jservic&s hr improved qual% of^ forar 
jeommuniti^ by eradicsairjg service d^very 
j backlogs and providir^ sustan^ qu^ity 
w^. 

To provicte adequate sustanable basic E 

serv ices for improv ed qua% of lite for our 
commursties by erarkating servtee delivery 
backlogs and providing high quality sewerage 
^d sanitetion slices. 

To provide adequate sustainabte basic F 

serv ices for improv ed quality of life for our 
communiSes by ©"adic^ng service d^iv^ 
backlogs and pnoviding high quality waste 
management services. 

Prov ide si^port serv ices to aff departnents G 
2 Vid conlritxite to the ddivery of sustanatte 
basic service delivery 

Thealloc^nofsuicientftindstotoe H 

protection and conserv^on of the municipal 
area 

To create a he^y and susteinabie I 

environment by improving social savices 
and the mairtenance of public fecifes and 
buildings. 

To create and maintan putrfto areas, J 

spofisfields and resorts for the benefit erf toe 
Gommunify. 

Tocreateanenvironmentofe%:lve. K 

accountable aid viable linarci^ man^n^ 
wito r^iabie infixm^on fejfsKkgy aid 
accurate d^ase by ftiy imptanerang ^ 

MFMA negiiattons aid rofonns 

To create an envBtxuj^ erf e^lve, L 
accountable aid vial^ SnaKcid ma^^nert 
wito reiiable infomia^ tectwic^y md 
accur^ dateb^e by My knf^rnmm ^ 

MFMA wg’d3§om md refoms 

To create a safe and seewe ^rwmiefrf by M 
proviefing tr^c aid rd^ s&vhm. 


Audited 

Ou^me 


11 744 12 876 


10153 11 223 


2 319 4 461 


512 573 j 


12 394 31 292 








Strategic Objective 

R thousand 

Goaf 

T — 

j Gold Code 

j 

^2f13 

Aydlt^ 

Oy^me 

Goc^ Governance 

To buikt an insSlifw cg?)abfe of efiectve 
deliv^ with scwnd adminis&afon and 
good gov^nance prac^ces 

A 

14 

Susfeinable bifrasfruGftjre 

Devetepmait 

Provide Susteinable friftsstuctrre 
Devak^mentby improving aid 
reconskucfir^ access roads, other st'eels 

aid storm water. 

B 

! 

8 3^ 

Susteinable Basic Services 

To provide adojuate sus^nabie b^ic 
serv ices fix improv ed qua% of ^ fix our 
communifies by eradicafing s^toe 
delivery backk^s and providing 
susteinable etectici^ . 

c 

1927 


To provide adea^uate sustan^le basic 
servrces for improved gua% ofSfeforoor 
communities by eradicaftig service 
delivery backlogs and providii^ 
susteinable qual% water. 

D 

6 352 


To provide adequate sustein^le b^ic 
serv ices for imprw ed qua% of life fa- air 
communities by eradfcaling service 
defivffly backlogs and providing high 
qualify sewerage and sanite^cwi swvices. 

E 

9113 


To pn>/ide adequate susteinefole basic 
services fa improved qualify oflifefaour 
communities by eradicafing swvice 
delivery backlogs and providing h^h 
quaify waste management services. 

f 

wm 


Prov ids support serv Ices to all departments 
and contribute to the defiv ery of susteinable 
basic service delivery 

Q 


Env iromentai Projection 

The atocaSoi of sufRci^t fends to toe 
protection and conswvaSwi of toe 
municipal area 

H 

~ 

Social Development 

To cr^te a h^ltoy arid sustein^ie 
environmaitby improving social savices 
and toe maintenance of public teci^s and 
luiidjngs. 

! 

2 589 


To create and mantein public areas, 
sporteti^s and r^orte for toe beneSt of fie 
sommunify . 

J 

1088 

Financial Viability 

r 

0 create an aiv irwimait effectiv e, 
wcountebte and v iabfe ftiancial 

Tiwiagem^twito refiabie infamatoxi 
echnokigy and accurate datetess by fe^ 
mplemening all MFMA reguiaSwis and 
eforms 

K 

6^ 

1 

n 

4 

i 

n 

0 create an «ivir{vimsnt<rfefecli¥e, 
ccountebfe and vi^ls lln^ciaf 

ianagem«itwito relrafaie infamafion 
rfhn<^y and accurate datebase bf fe^ 
npiemsning all MFMA regulafor^ am 

3fams 

L 

296 

Safe^ & Securi^ T 

b 

Total Capital Expenditure 

0 cr^te a safe and secure wvffwmait 

V providing and reteted sea'fc^. 

U 

513 

43 SB 


May 2014 





rerrormance fvianagement is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for Managing 
Programme Performance Information, the Municipality has developed and implemented a 
performance management system of which system is constantly refined as the integrated 
planning process unfolds. The Municipality target, monitors, assesses and reviews organisational 
performance which in turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. 


Unit of measurement 


Vote 2 'Finance 


Function 1 • Finance 




Upgrade OF Server Room 


2014/15 Medium Term Revenue & 
Expenditure Framework 
Budg^ Year iudget Year Budget Year 
2014/15 +1 2015/16 +2 2016/17 


Electronic System - Committee 
Services 


Vote 4 - Coflimunity Service 


Thusong Centre Phase 2 


I- 


Upgraded Server Room 


Elecfronic System 


Completed Building 


Sports I ac",'r-i 




I Completed Sport Faci% 


1 579 1 750 3 000 i 


Upgrade Beacn Facilities 


|Com(^eted Facility 






Ut>giade :if Sdjuerage Scheme 




per maintenamre plm? 


'Htr Poad^ 




I Ongoing pm mainto^rwe 


-^-i'eetlights I'iaristoifnof Ordering 




f Ur^ang 














liLuf itrsiiT 


Basis of caiculation 


Capital Charges b Operating 
Ex pendilure 

Capital Chaiges b Own Revenue 

Borrowed trnding of 'own' capital 
expendltuiB 


Interest & Principal Paid /Operating 
Expenditure 

Finance charges & Repayment of borrowing 
/Own Revenue 

Borrowing/Capital expenditure ex cl. Jansfers 
and grans and conlribufcins 


Liquidity 
Current Ratio 

Current Ratio adjusted for aged 

debtors 

Liquidity Ratio 


Long Term Borrowing/ Funds 8 Reserves 

Current asseS/current liabilifes 

Current asseS less debtors > 90days/eurrent 

liabilites 

Monetary AsseS/Current Liabilities 


Annual Debtors Colleclion Rate 
(Payment Level %) 

Current Debtors Colleotion Rate 
(Cash receipte % of Ratepayer & 
Olber revenue) 

Outetanding Debtors to Revenue 


Last 12 MIhs Receipte/Last 12 MIhs Billing 95,4% 


Total OuSbnding Debtors to Annual Revenue 7.6% 


Creditors to Cash and InvestmenS 


Other Indicators 
Employee cosS 

Remuneration 


Repairs & Maintenance 

Finance charges & Depneciafon 
IDP regulation financial viability 
indicators 
i. Ctebt coverage 


li.O/-S Service Debtors to Revenue 


iii. Costcover^e 


Emptoyee coste/{Total Revenue - capital 
revenue) 

Total remuneralion/(Total Revenue - capitel 
revenue) 

R&M/(Tolal Revenue excluding captel 
revenue) 

FCSD/(Total Revenue - capital revenue) 


(Total Operating Revenue - Operajng 
Grantst/Oebt servfce pay mens due witjin 
financial year) 

Total oufetandicfl service debte/ainua 
revenue received br savices 
(Availabie cash + lrwesttietife)/mffli»ily feed 
operational expendikifs 
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Performance indicators and benchmarks 

2. 2. 1. 1 Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue 
and long term borrowing. The ability of a municipality to raise long term borrowing is largely 
dependent on its creditworthiness and financial position. 


2. 2. 1.2 Safety of Capital 

The gearing ratio is a measure of the total long term borrowings over funds and reserves. 


2. 2. 1.3 Liquidity 

• Current ratio is a measure of the current assets divided by the current liabilities and as a 
benchmark the Municipality has set a limit of 2, hence at no point in time should this ratio 
be less than 2. This ratio is below this norm set for the entire MTREF as depicted below 
and can mainly be attributed to the decline in cash resources. 


Current Ratio 


*9 2.9 


S.0 

2.5 
24) 

1.5 
14) 
OS 
0.0 


2.S 


2.S 


2.1 2.1 

IJ 1.9 


2.0 


1.4 


1.1 






The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash 
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality 
should have the equivalent cash and cash equivalents on hand to meet at least the current 
liabilities, which should translate into a liquidity ratio of 1. Anything below 1 indicates a 
shortage in cash to meet creditor obligations. 


2.2. 1.4 Revenue Management 

As part of the financial sustainability strategy, an aggressive revenue management 
framework has been implemented to increase cash inflow, not only from current billings 
but also from debtors that are in arrears in excess of 90 days. The intention of the strategy 
is to streamline the revenue value chain by ensuring accurate billing, customer service, 
credit control and debt collection. Payment levels and credit control is considered to be 
favorable. 
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2. 2. 1.5 Creditors Management 

• The Municipality has managed to ensure that creditors are settled within the legislated 30 
days of invoice or statement. This has had a favorable impact on suppliers’ perceptions of 
risk of doing business with the Municipality, which is expected to benefit the Municipality 
in the form of more competitive pricing of tenders, as suppliers compete for the 
Municipality’s business. 

2. 2. 1.6 Other Indicators 

• Employee costs as a percentage of operating revenue remains relatively high over the 
MTREF as discussed previously in this report. 

• Repairs and maintenance as percentage of operating revenue is constant over the 
MTREF. This percentage is indicative of insufficient allocations made towards the 
maintenance of asstes. However, as mentioned in this report, a large portion of capital 
expenditure is allocated to the renewal of existing assets. 

2.3 Overview of budget related-policies 

There are no amendments made to any budget related policies during the current year. All 
policies are in process of being reviewed. If needed, any policy changes will be taken to 
Council during May 2014. 


The status of the key financial policies is as follows: 


Name of policy 

Date approved 

Wnance .... 



Virements Policy 

28-Aug-12 

Maatskaplike bystand Beleid 

27-May- 14 

CASH MANAGEMENTS INVESTMENTS 

30-0ct-07 

Asset managennent policy 

29-May- 13 

Masakhane Policy 

27-May- 14 i 

SCM Policy 

29 May 2013 

. ' '... ^ ^ 


— i 


2.4 Overview of budget assumptions 


2.4.1 External factors 

The recovery rate of debtors is currently 95 per rent, 

•J j *s , ... 





ili 



Sajrce: Mediutn Term Poicy StMermnt 2013 


A weak currency resulting in significant increases in the Rand price of imports (i.e. oil) is placing 
pressure on the CPI inflation rate. 

2.4.3 Credit rating outlook 

The credit outlook of South Africa remained under pressure. This could be attributed to the 
numerous violent protest actions in the various sectors of the South African economy. Most 
recently, the mining and agricultural sectors were negatively affected by these actions. This 
made South Africa less attractive to foreign investors and now, unlike in the past, South Africa is 
not seen as the most attractive investment country on the Africa continent. 

Interest rates for borrowing and investment of funds 

On 30 January 2014 the South African Reserve Bank increased its lending rate by 50 basis points. 
It is expected that interest rates will be increased further in the near future to ensure that inflation 
targets remain within the upper limits of 6 per cent. 


2.4.4 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher that 
CPI over the long term. It is also assumed that current economic conditions, and relatively 
controlled inflationary conditions, will continue for the forecasted term. 

The rate of revenue collection is currently expressed as a percentage (95 per cent) of annual 
billings. Cash flow is assumed to be 95 per cent of billings. The performance of any increased 
collections or arrear collections will however only be considered a source of additional cash in- 






2.4.S Salary increases 

Munidpaiities must take into account the multi-year Salary and Wage Collective Agreement for 
the period 1 July 2012 to 30 June 2015. The agreement provides for a wage increase based on 
the average CPI for the period 1 February 2013 until 31 January 2014, plus 1 per cent for 
2014/15 financial year (with effect of 1 July 2014). 

Considering that municipalities will be preparing and finalising their respective 2014/15 MTREF 
for tabling as per the IVIFMA prior to the announcement of the final CPI for the relevant period, 
municipalities must provide for assumed budget growth as it relates to employee related costs. 

In this regard municipalities were advised that the average CPI for the period November 2012 to 
October 201 3 is 5.8 per cent which compares well to the estimate of 5.9 per cent for 201 3 as 
provided for in the 2013 Medium Term Budget Policy Statement. 

Municipalities were therefore advised by the National Treasury to provide for increases related 
to salaries and wages as follows: 

2014/15 Financial Year - 6.8 per cent (5.8 per cent plus 1 per cent) 

2015/16 Financial Year - 6.4 per cent (5.4 per cent plus 1 per cent) 

2016/17 Financial Year - 6.4 per cent (5.4 per cent plus 1 per cent) 

2.4.7 Impact of national, provincial and local policies 

Integration of service delivery between national, provincial and local government is critical to 
ensure focussed service delivery and in this regard various measures were implemented to align 
IDPs, provincial and national strategies around priority spatial interventions. In this regard, the 
following national priorities form the basis of all integration initiatives: 

• Creating jobs; 

• Enhancing education and skill development; 

• Improving Health services; 

• Rural development and agriculture; and 

• Fighting crime and corruption. 

To achieve these priorities integration mechanisms are in place to ensure integrated planning and 
execution of various development programs. The focus will be to strengthen the link between 
policy priorities and expenditure thereby ensuring the achievement of the national, provincial and 
local objectives. 
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2.5 Overview of budget funding 

2.5.1 Medium-term outlook: operating revenue 


The following table is a breakdown of the operating revenue over the medium-term: 


Description 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & 
Expenditure Framework 

R thousands 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Year 

2014/15 

Budget Year 

+1 2015/16 

Budget Year 

+2 2016/17 

Financial Performance 

Property rates 

34 763 

39 103 

39 103 

42 304 

44 016 

46 833 

Service charges 

97 136 

110 265 

105 707 

115 731 

121 749 

129 505 

Investment revenue 

2 050 

1 650 

1 650 

1 666 

1 766 

1 872 

T ransfers recognised - operational 

62 567 

62 543 

61 237 

47 665 

38 015 

33 166 

Other own revenue 

11 226 

14 321 

14 321 

11 479 

12 275 

13 059 

Total Revenue (excluding capital 
transfers and contributions) 

207 742 

227 882 

222 018 

218 845 

217 821 

224 435 






The following graph is a breakdown of the operational revenue per main category for the 2014/1 5 
financial year. 


Figure 2 Breakdown of operating revenue over the 2014/15 MTREF 

Revenue by Source 

{ 140 000 = - 

i 120 000 
; 100 000 
i 80 000 
60 000 
‘ 40 000 

20 000 

Property rates Service Investment Transfers Other own 
charges revenue recognised - revenue 

operational 
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Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists 
in the compilation of a credible and funded budget. The Municipality derives most of its 
operational revenue from the provision of goods and services such as water, electricity, sanitation, 
solid waste removal, property rates, operating grants and other minor charges (such as building 
plan fees, licenses and permits etc.). 

Investment revenue contributes marginally to the revenue base of the Municipality. It needs to be 
noted that these allocations have been conservatively estimated and as part of the cash backing 
of reserves and provisions. The actual performance against budget will be carefully monitored. 
Any variances in this regard will be addressed as part of the mid-year review and adjustments 
budget. 

All investments are transferred to the current account at year-end. However, excess cash is 
invested periodically to ensure maximum return. 

2.5.2 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is funded 
over the medium-term. The table below is consistent with international standards of good financial 
management practice and also improves understandability for councilors and management. 
Some specific features include; 

• Clear separation of receipts and payments within each cash flow category; 

• Clear separation of capital and operating receipts from government, which also enables 
cash from Ratepayers and other’ to be provide for as cash inflow based on actual 
performance. In other words the actual collection rate of billed revenue., and 

• Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of long term borrowing (debt). 


■f^ , t fe . I ; - 1/ j 
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This following table meets the requirements of MFMA Circular 42 which deals with the funding of 
a municipal budget in accordance with sections 18 and 19 of the MFMA. The table seeks to 

answer three key questions regarding the use and availability of cash: 

• What are the predicted cash and investments that are available at the end of the budget 
year? 

• How are those funds used? 

• What is the net funds available or funding shortfall? 

A surplus would indicate the cash-backed accumulated surplus that was/is available. A shortfall 
(applications > cash and investments) is indicative of non-compliance with section 18 of the 
MFMA requirement that the municipality’s budget must be ‘funded’. Non-compliance with section 
18 is assumed because a shortfall would indirectly indicate that the annual budget is not 
appropriately funded (budgeted spending is greater than funds available or to be collected). It is 
also important to analyse trends to understand the consequences, e.g. the budget year might 
indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior years 
there were much larger surpluses then this negative trend may be a concern that requires closer 
examination. 


Table 21 MBRR Table A8 - Cash backed reserves/accumulated surplus reconciliation 


Description 


Current Year 2013/14 


2014/15 Medium Term Revenue & 
Expenditure Framework 


R thousand 


/kudited Original Adjusted Budget Year Budget Year Budget Year 
Outcome Budget Budget 2014/15 +1 2015/16 +2 2016/17 








municipality has received government transfers in advance of meeting the conditions. Ordinarily, 
unless there are special circumstances, the municipality is obligated to return unspent conditional 
grant funds to the national revenue fund at the end of the financial year. 

The main purpose of other working capital is to ensure that sufficient funds are available to meet 
obligations as they fall due. A key challenge is often the mismatch between the timing of receipts 
of funds from debtors and payments due to employees and creditors. High levels of debtor non- 
payment and receipt delays will have a greater requirement for working capital, resulting in cash 
flow challenges. 


2.5.4 Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against fourteen 
different measures that look at various aspects of the financial health of the municipality. These 
measures are contained in the following table. All the information comes directly from the annual 
budgeted statements of financial performance, financial position and cash flows. The funding 
compliance measurement table essentially measures the degree to which the proposed budget 
complies with the funding requirements of the MFMA. Each of the measures is discussed below. 


Table 22 MBRR SA10 - Funding compliance measurement 


Description 

T 

UFMA 

section 

Ref 

2012/13 

Current Year 2013;i4 

2014/15 Medium Term Revenue & 
Expenditure Framework 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Funding measures 









Cash/cash equivaienis at tie year end - R'OOO 

18{1)b 

1 

24 662 

9 561 

18 066 

13 443 

6192 

(1 000) 

Cash + investmenls at the yr end less applicaSons - R'OOO 

18(1)b 

2 

11921 

483 

6 567 

12 628 

15 885 

17 439 

Cash year end/monflily employ ee/supplier payments 

18{1)b 

3 

1.9 

0.7 

1.3 

0.9 

0.4 

(0.1) 

Sutplus/(Delicil) excluding depreciation oisets: R'OOO 

18(1) 

4 

12 440 

10 815 

10 444 

3 438 

1 632 

2 694 

Serv ice charge rev % change - macro CPIX target ex elusive 

18(1)a,{2) 

5 

2.7% 

7.2% 

(9.1%) 

3,1% 

(1,1%) 

0,4% 

Cash receipts % of Ratepayer & Ofrier revenue 

16(1)a,(2) 

6 

98.3% 

97.9% 

98.6% 

96.1% 

97 . 2 % 

97.2% 

Debt impaimient ex pense as a % of total billable revenue 

18(1ja,{2) 

7 

16% 

0,7% 

0.7% 

0.7% 

0,6% 

0.6% 

Capital pay menis % of capilai ex penditire 

18(1)c:19 

8 

77.1% 

100.0% 

100.0% 

100.0% 

100,0% 

100.0% 

Borrowing receipts % of capita! expenditure (ex cl. transfers) 

18(1jc 

9 

0.2% 

0.0% 

0.0% 

0,0% 

89.5% 

89.9% 

Grante % of Govt iegislated/gazeited ailoca^ons 

i8(1)a 

10 




100.0% 

100.0% 

100,0% 

Current consumer debtors % change - inctfdecr) 

1^1)a 

11 

4.5% 

32,9% 

(214%) 

29.5% 

14,7% 

14,0% 

Long term receivables % change - incitdecr) 

18(1)a 

12 

(7.8%) 

5.6% 

(6.9%) 

(1,8%) 

(1.8%) 

( 18 %) 

R&M % of Proper^' Plant & Equifxnent 

20(1Kv.) 

13 

3.6% 

4.4% 

4.0% 

3.7% 

3.4% 

3.2% 

Asset renewal % of capital budget 

2«1)(vi) 

14 

53.8% 

63.9% 

511% 

60,5% 

60.6% 

70.8% 


.5:4.1 Cash/cash equivak 
he Municipality’s forecast 

tatement, A ‘positive’ cash 
jquirement, subject to the 
nd workina caDital reauiren 
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risk of non-compliance with section 45 of the MFMA which deals with the repayment of short term 
debt at the end of the financial year. 

2. 5. 4. 2 Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available cash 
and investments as identified in the budgeted cash flow statement. The detail reconciliation of 
the cash backed reserves/surpluses is contained in the previous page. The reconciliation is 
intended to be a relatively simple methodology for understanding the budgeted amount of cash 
and investments available with any planned or required applications to be made. This has been 
extensively discussed above. 


2 . 5 . 4. 3 Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the municipality 
be under stress from a collection and cash in-flow perspective. Regardless of the annual cash 
position an evaluation should be made of the ability of the Municipality to meet monthly payments 
as and when they fall due. It is especially important to consider the position should the 
municipality be faced with an unexpected disaster that threatens revenue collection such as rate 
boycotts. 


2 . 5. 4. 4 Surplus/deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude 
that the community is making a sufficient contribution for the municipal resources consumed each 
year. An adjusted surplus/deficit is achieved by offsetting the amount of depreciation related to 
externally funded assets. Municipalities need to assess the result of this calculation taking into 
consideration its own circumstances and levels of backlogs, if the outcome is a deficit, it may 
indicate that rates and service charges are insufficient to ensure that the community is making a 
sufficient contribution toward the economic benefits they are consuming over the medium term. 

It needs to be noted that a surplus or deficit does not necessarily mean that the budget is funded 
from a cash flow perspective and the first two measures in the table are therefore critical. 


2. 5.4. 5 Property Rates/service charge revenue as a percentage increase less macro inflation 
target 


The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets. This measure is based on the 
increase m ‘revenue’, which will include both the change in the tariff as well as any assumption 
about real growth such as new property development, services consumption growth etc. 


The factor is calculated 
(which is currently 3-6 
increase in revenue. 


by deducting the maximum macro-economic inflation target increase 
per cent). The result is intended to be an approximation of the real 


Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are ‘collected’. 1 ..... . „ 

to analyse the underlying assumed collection rate for the MTREF to determine the anh 

Given that the assumed collection 

cent performance target, the cash flow statemi 
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positive in relation to actual collections of billed revenue, the adjustments budget will be amended 

accordingly. 


2. 5, 4. 7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded and 
is based on the underlying assumption that the provision for debt impairment (doubtful and bad 
debts) has to be increased to offset under-collection of billed revenues. The provision has been 
appropriated at 0.7, 0.6 and 0.6 per cent over the MTREF. Considering the debt incentive scheme 
and the municipality’s revenue management strategy’s objective to collect outstanding debtors of 
90 days, the provision is well within the accepted leading practice. 


2. 5. 4. 8 Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken into 
consideration when forecasting the cash position. It can be seen that a 100 per cent payments 
has been factored into the cash position forecasted over the entire financial year. 

2. 5. 4. 9 Transfers/grants revenue as a percentage of Government transfers/grants available 
The purpose of this measurement is mainly to ensure that ail available transfers from national and 
provincial government have been budgeted for. A percentage less than 100 per cent could 
indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been 
budgeted for. The Municipality has budgeted for all transfers and therefore no percentage is 
being shown as outstanding. 


2.5.4. 10 Consumer debtors change (Current and Non-current) 

The purpose of these measures is to ascertain whether budgeted reductions in outstanding 
debtors are realistic. There are 2 measures shown for this factor; the change in current debtors 
and the change in long term receivables, both from the Budgeted Financial Position. Both 
measures show a relatively stable trend in line with the Municipality’s policy of settlinq debtors 
accounts within 30 days. 


2.5.4. 1 1 Repairs and maintenance expenditure level 

























2012/13 Current Year 2013/14 

Audited Original ^ Adjured 

Outcome Budget Budget 


I Balance unspent at beginning of frie y ear 
Transfer from capfial 
Current year receipts 

Conditions met - transferred to revenue 
Conditions sti!! be met - transferred to llabiiities 
Provincial Government: 

Balance ufrspentat beginning of the year 
T ransfer from capital 
Current year receipfe 

Conditions met - transferred to revenue 
Conditions still to be met - fransferred to liabilities 
Other grant providers; 

Balance unspent at beginning of the year 
Transfer to capifel 
Current year receipts 

Conditions met • transferred to revenue 
Conditions still to be met - transferred to liabilities 

Total operating transfers and grants revenue 
Total operating transfers and grants - CTBM 


62 543 
830 


Capital transfers and grants: 
National Government: 


Balance unspent at beginning of Ihe y ear 

(4) 

j (967) 

I {2 950) 

T ransfer from operating 

413 


j 

C urnent y ear receipts 

15 007 

13 217 

13 217 

Conditions met - transferred to revenue 

18 607 

13 217 

10 267 

Conditions sliti to be met - transferred to liabilities 

(3 190) 

(967) 

- 


Provincial Government: 

Balance unspent at b^inning of the year 
Transfer from operating 
Current year receipts 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities 
Other grant providers; 

Balance unspent at beginning of the year 
Transfer from operating 
Current year receipte 

Conditions met - transferred to revenue 
Co nditions stiff to be met - transferred to llabilHfes 
Total capital transfers and grants revenue 

Total capital transfers and grants - CTBM 


1 37] 


I9 










Summary of Employee and Coyncillor 


Current Year 201^14 


Councillors (Political Office Bearers plus Other) 

Basic Salaries and Wages 
Pension and UIF Contribufcns 
Motor Vehicle Allowance 
Cellphone Allowance 
Sub Total • Councillors 
% increase 

Senior Managers of the Municipality 
Basic Salaries and Wages 
Pension and UIF Contributions 
Performance Bonus 
Motor Vehicle Allowance 
Other benefits and allowances 
Sub Total - Senior Managers of Municipality 
% increase 

Other Municipal Staff 
Basic Salaries and Wages 
Pension and UIF Conlribufions 
Medical Aid Contribufions 
Overtime 

Motor Vehicle Allowance 
Housing Allcwances 
Other benefits and allowances 
Payments in lieu of leave 
Long service awards 
Post-retirement benefit obligafions 


Audited 

Outcome 

C 


Original 

Budget 


Adjusted I Budget Year 


Budget 


47 814 
7 347 
2 498 

2 335 

3 991 


720 
3 533 
71 6» 
11 . 0 % 


2014/15 

G 


3 077 

3 338 

3 338 

3 511 

5.8% 

8.5% 

- 

5.2% 

2 597 

3 754 

3 754 

3 753 

589 

675 

675 

746 

421 

583 

583 

484 

192 

296 

296 

' 479 

66 

95 

95 

76 

3 865 

5 403 

5 403 

5 539 

(15.3%) 

39.8% 

- 

2.5% 


71455 









ulsuosuieoi oaiafies, Aiiowances & seneiitS 


CoR^lbutioRS { Allowances 


Councillors 




Sf^aker 

353 658 

53049 

157 8^ 

Chief 'M)lp 

- 

_ 

_ 

Execuffve Mayor 

442 075 

^311 

214 124 

Cfeputy Executive Mayor 

353 658 ; 

53049 

157 855 

Executive Committee 

319 «7 

62 218 

149 382 

Totel for aii other councilors 

667 778 j 

100162 

360 284 

Total Councillors 

2 136 235 j 

334 789 

1 039 499 


Performance 

Bonuses 


In-kind benefits 


722 510 
564 561 
530 668 
1 128 224 

3 510 523 


Senior Managers of the Municipality 
Municipal Manager (MM) 

Chief Finance Oicer 
Krector Corfwrate Services 
Director Community Services 
Director Infrasirucftife Services 

Total Senior Managers of the Municipality 
TOX4l^Sf^“c^NClltOR. DI^CTOR" 
and EXECUTIVE REMUNERATION 


1 012 854 

191850 


76 896 

129 960 

18 000 

1 429 560 

759 665 

148 135 


128 160 

105 036 

14 400 

1 155 396 

671 792 

137 852 


77 440 

83 060 

14 400 

984 544 

629 708 

129 216 


128160 

83 060 

14 400 

984 644 

679 462 

139426 


68196 

83 060 

14 400 

984 543 







_ 

3 753 481 

746 478 1 

478 852 

484 176 

76 600 

5 538 587 

5 889 716 

1 081 267 

1 518 351 

484176 

75 600 

9 049 110 


Table 27 MBRR SA24 - Summary of personnel numbers 


Summary of Personnel Numbers 

Number 

Ref 

1,2 

i 

Poffltions 

2012/13 

Permanent 

employees 

Municipal Council and Boards of Munidpal EnSfles 
Councillor (Poicd Dice Bearers j^us Ote Councillors) 
iunidpal anployees 

Municipal Manager and Senior Managers 


9 

6 

1 

Other Managers 


17 

15 

Professionals 


230 

isr 

Finance 


41 

32 


SpafiaWwn planning 

Information Technology 

Roads 

Electricity 

Water 

Sanilation 

Clerks (Clafcai aid admiflisMve) 
Craf and related Irades 
Bementery CSccupafons 


Current Yes 201 3f14 


ConO-act 

mployees 


Permanent 

employees 


Budg^Ye»ai4/15 


I Contract 
j employees I 


I Praanent 
I employees 


Contract 

employees 


21 

18 

- 

21 

18 

_ 

16 

59 

47 

5 

59 

51 

2 

63 

50 

33 

- 

50 

33 

_ 

33 

181 

118 

m 

181 

123 

16 

123 

62 

« 

1 

62 

40 

1 

40 

132 

m 

13 

132 

105 

7 

105 

637 

4^ 

34 

lai «r 

38 

irr 



1 0,2% 5.0% 

1 

{ 29 . 6 %) 

0.2% 


Li Monthly targets for revenue, expenditure and cash flow 





?3 989 63 848 


























Table 29 MBRR SA26 - Budgeted monthly revenue and expenditure (municipal vote) 




I SAj '• - budgeted monthly revenue and expenditure (standard 














































Table 33 MBRR SA30 - Budgeted monthly cash flow 
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2.10 Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are awarded beyond 
the medium-term revenue and expenditure framework (three years). In ensuring adherence to 
this contractual time frame limitation, all reports submitted to either the Bid Evaluation and 
Adjudication Committees must obtain formal financial comments from the Financial Management 
Division of the T reasury Department, 

Schedule SA35 is not applicable at the municipality. 

2.11 Capital expenditure details 


The following four tables present details of the Municipality's capital expenditure programme, 
firstly on new assets, then the renewal of assets, then the repair and maintenance of assets and 
finally the depreciation per asset class. 


May 2014 



MUNISIPM-I/lI -vt,-' 


■■ 

1 

74 


CAPE ^ULHAS MUNICrejrr 




















Infrastructure 


Infrasructure - Road transport 
Roads, Pavements & Bridges 
Infrastructure - Electricity 
Transmission & Reticulation 
Street Lighting 
Infrastructure - Water 
Reticulation Water 
Infrastructure - Sanitation 
Reticulation Sewerage 


General vehicles 

Plant & equipment 

Computers - hardware/equipment 

Furniture and other office equipment 

Civic Land and Buildings 

Other Buildings 

Other Land 

Other Assete - Other 

Total Repairs and Maintenance Expenditure 

















Audited 

Outcome 


I Depreciation by Asset Cla«g<Sub-cla»s| 


Infrastructure 

Infrasiructure - Road transport 
Roads, Pavements & Bridges 
Storm wafer 
infrastructure - Electricity 
Transmission & Reticulation 
Street Lighting 
infrastructure - Water 
Dams & Reservoirs 
Water purification 
Reticulation 

Infrastructure - Sanitation 
Reticulation 
Sewerage purification 
Infrastructure - Other 
Waste Management 
Other 


Parks & gardens 
Sportsfields & stadia 
Community halls 
Libraries 

Recreational facilities 

Clinics 

Cemeteries 


Other assets 
General vehicles 
Specialised vehicles 
Plant & equipment 
Computers ~ hardware/equipment 
Furniture and other oice equipment 
Civic Land and Buildings 
Ofier Buildings 

Surplus Asses - (Inv esiment or Inv entoi 


Computers - solwrarB & prc^ramming 



May 2014 










- Fytyre financial implications of the capita! budget 
lentified on the capital budget beyond the MTREF period. 

- Detailed capital budget per municipal vote 


111114^44444 
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2.12 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 

1 . In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis. Section 71 reporting to the Executive Mayor (within 10 working days) has 
progressively improved and includes monthly published financial performance on the 
Municipality’s website. 

2. Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed one interns undergoing training in various divisions of the 
Financial Services Department. 

3. Budget and T reasury Office 

The Budget and Treasury Office has not been established in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2014/15 MTREF in May 2014 directly aligned and informed by the 2014/15 MTREF. 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 


7. MFMA Training 

No MFMA training is currently underway. Skills Competency training is currently in progress 
at the municipality with only a few individuals in the final stages of the programme. 

8. Policies 

An amendment of the Municipal Property Rates Regulations as published in Government 
Notice 363 of 27 March 2009, was announced in Government Gazette 33016 on 12 March 
2010. The ratios as prescribed in the Regulations have been complied with. 



a< 


t specifically addressed in th 
TaPle 40 MBRR SA1 - Supporting detail to 'Budgeted Financial Performance 


Description 

R thousand 
REVENUE ITEMS: 

Property rates 

Tolal Properly Rates 
less Revenue Foregone 
Net Property Rates 

Service charges - electricity revenue 

Total Service charges - electricity revenue 
less Revenue Foregone 

Net Service charges - electricity revenue 

Service charges - water revenue 


Total Service charges - water revenue 
less Revenue Foregone 

Net Service charges - water revenue 

Service charges - sanitation revenue 


Total Service charges - sanitation revenue 
less Revenue Foregone 
Net Service charges - sanitation revenue 

Service charges ■ refuse revenue 
Total refuse removal revenue 
Total landflll revenue 
less Revenue Foregone 
Net Service charges - refuse revenue 


Other Revenue by source 


2012/13 Current Year 2013/14 


Public Contributions and Donations 

X 

LGSETA 

321 

Actuarial Gains 

_ 

Other Rev enue 

2 233 

Reversal of Debt Impairment 

- 

Total 'Other* Revenue 

2 575 


2014/15 Medium Term R( 


Expenditure Fratnei 

Audited Original j Adjusted Budget YearTBudget Year 
Outcome Budget j Budget 2014/15 | +1 2015/16 


34 889 39 284 39 284 42 460 

126 181 181 155 

34 763 39 103 39 103 42 304 

65 092 72 999 70 180 74 134 

65 092 72 999 70 180 74 134 

16 175 18 739 17 834 


6 336 7 352 7 352 


162 1 

44 016 1 


Vlay 2014 













2012/13 


Current Year 2013/14 


Zape Agulhas Municipality 


Audited I Original | Adjusted 


Outcome Budget 


Budget 


I +12015116 


[other Expenditure By Type 


Actuarial Losses 

Repairs and maintenance 

Advertising 

Advertising & Tourism 

Audit Committee Allomnces 

Bank Charges 

Chemicals 

Cleaning material 

Cleaning projects 

Cleaning services & washing 

Computer Services & Ltense fees 

Contributions - Pensioners Medical Aid 

Donations 

Entertainment costs 

Free Basic Electricity 

Fuel Cost 

Holiday Programmes & Entertainment 

Housing Development Fund 

Human Development 

Insurance 

Indigent Subsidies 

Legal fees 

License fees - Radios 
License fees - Vehicles 
Local Economic Development 
Oil & Lubricanis 
Postege 

Prining & Stationery 











Vlay 2014 













Cape Agulhas Munidpalltv 


other Expenditure Bv 


Professional & Consutency fees 

ProtecSve Clotting 

Public Communicaton 

Recruing Coste 

Refuse Bags 

Rental Paid 

Secur% Services 

Service Chaiges 

Service oonnecSorts - new 

Social assistance 

Socio-Economic Development 

Structure - & Zoning planning 

Subscriptions - Organisations 

Subsistence & Travel Allowances 

Telephone costs 

Training & Development - Staff 

Training Levy 

T ransfer costs 

Union Representative 

Valuation Costs 

Ward Committees 

Workmens Compensation Contributions 
Operating Grant Expenditure 


Operating Grant Expendilure - MSIG 
Operating Grant Expendilure - FMG 
Operating Grant Expenditure - INEG 
Operating Grant Expenditure - EPWP 
Operating Grant Expenditure - Housing 
Operating Grant Expenditure - Thusong centre 
Operating Grant Expendilure - CDW 
OperaSng Grant Expenditure - Roads 

Special Projects 


Special Projecb - Job CreaSon 
Special Project - Cleaning 

Special Projecfc - Heuningbeng 
Special Projecte - Boubeheer 


2012/13 Current Year 201»14 

Audited Original Adjusted 

Outeome Budget Budget 



MOOT M865| M428 
















Less: Provision for debt impairment 


Audited 

Outcome 



ant an 


PPE at cost/valuaSon (exci. finance leas 301 808 
Leases recognised as PPE 1 737 

Less: Accumulated depreciaion 58 952 

Total Property, plant and equipment (f 244 594 


8 855 

9 950 

11 045 

1 095 

1 095 

1 095 

9 950 

11 045 

12 140 

342 326 

380 773 

416 395 

1 737 

1 737 

1 737 

72 003 

78 350 

84 698 

272 060 

304 160 

333 435 


LIABILITIES 

Current liabilities - Borrowin 


Current portion of long-term liabilities 

Total Current liabilities - Borrowing 


4 871 

2 759 4 871 




T rade and other creditors 
Unspent conditional transfers 
VAT 

Total Trarte and other payables 




6 349 

419 

7 812 

419 

7 805 

419 

7 985 

419 

6 768 

399 

5 

8 231 

8 224 

8 404 

214 

20 148 

36 425 

405 

t 

214 


36 425 


List other major provision items 




25 742 










Description 

201W11 

2011/12 

»iai3 

Audited 

Outcome 

Audited 

Outcome 

AudiM 

Mcome 

Valuation: 




Date of valuation: 

imxm 

2ff/2C»8 

mmm 

Financial year valuation used 

2010/2011 

2011/2012 

2012/2013 

Municipal by-laws s6 in place? (Y/N) 

Yes 

Yes 

Yes 

Mur.icipal/assistant valuer appointed? (Y/N) 

Yk 

Yes 

Yes 

Municipal partnership s38 used? (Y/N) 

N 

N 

N 

No. of external valuers (FTE) 

1 

1 

1 

Valuation appeal board established? (Y/N) 

Yes 

No 

No 

Impiementatioti Sme of new valuaton toll (mths) 

1/7/2009 

1/7/20W 

1/7/2M9 

No. of properties 

11 125 

11 125 

11^ 

No. of seclonal Me values 

147 

147 

195 

No. ofsuppiemenlary valuations 

1 

1 

1 

No, of valuation roll amendments 

1 598 

1460 


No. of objections by rate payers 

13 

30 


No. of appeals by rale pay era 

4 

10 


No, of successful objections 

11 

20 


No. of successful objections > 10% 

2 

1 


Municipalily owned property value (Rm) 

0 

0 

0 

Valuation reductions: 




Valuation reductions-public worship (Rm) 




Valuation reductions-other (Rm) 




Total valuation reductions: 

- 

- 


Tolal value used for rating (Rm) 

8 545 

8 583 

8 788 

Tool land value (Rm) 

4 319 

4 327 

4 341 

Total value of improvements (Rm) 

4 225 

4 255 

4 446 

Total mariret value (Rm) 

8 545 

8 583 

8 788 

Rating: 




Residential rate used to determine rate for other 




categories? (Y/N) 

Yes 

Yes 

Yes 

Differential rates used? (Y/N) 

Yes 

Yes 

Yes 

Limit on annua! rate increase (s20)? (Y/N) 

No 

No 

No 

Special rating area used? (Y/N) 

No 

No 

No 

Rates policy accompanying budget? (Y/N) 

Yes 

Yes 

Yes 

Rats revenue: 




Rate revenue budget (R TO) 

31670 

31670 

34 4« 

Rate rev ertue ex pected to collect (R'OOO) 

31 037 

31037 

33 797 

Ex pected cash collection rate (%) 

M.0% 

98,0% 

98.0% 

Rebates, exemptions - pensioners (R'OOO) 

0 

0 

0 

Total rebates, exsmptng.reductns, discs (R'OOO) 

0 

o| 

0 


/lay 2014 



Table 45 MBRR SA12a - Property rates by category (currer 

I ^ _____ ^ ^ __ ^ Bus g j Farm props. 


Bus. a 
I Comm. 


No. of properties 

9 846 

455 

No. of secfonal ile property values 

195 


No. of supplementary valuations 

1 


No. of appeals by rate-payers 

29 

11 

No. of appeals by rate-payers finalised 

29 

11 

Esfimated no. of properlies not valued 

290 


Years since last valuation (select) 

' 1 


Frequency of valuation (select) 

4 


Method of valuation used (select) 

Market 


Base of valuation (select) 

Land & impr. 



Phasing-in properlies s21 (number) 

CombinaSon of rating types used? (Y/N) 

Flat rate used? (Y/N) 

Is balance rated by uniform rate/variable rate? 
Total valuation reductions: 

Total value used for rating (Rm) 

Total land value (Rm) 

Total value of improvemenb (Rm) 

Total market value(Rm) 
tating: 

Average rate 

Rate revenue budget (R ’000) 

Rate revenue ex pected to collect (R'OOO) 
Expected cash colleclon rate {%) 

Rebates, exemptions - pensioners (R'OOO) 

Total rebates, exempfns.reductns, discs (R'OOO) 



0.004809 
39103 
38 321 
98.0% 
181 




Budget Year 2014/15 
Valuation: 


1 077 


No. of propertes 

9846 

455 

No. of secSonal ile property values 

195 


Years since last valuation (select) 

2 


Frequency of valuation (select) 

4 


Method of valuation used (select) 

Market 


Base of valuaSon (select) 

Land & impr. 


Phasing-in properties s21 (number) 

0 


Combination of rating types used? (Y/N) 

Yes 


Flat rate used? (Y/N) 

No 


is balance rated by uniform rate/variable rate? 

Variable 


Total value used for taSng (Rm) 

10 443 


Total land value (Rm) 

- 


Total value of improvements (Rm) 

- 


Total market value (Rm) 

10 443 


Rating; 



Average rate 

0.005218 


Rate revenue budget (R ’000) 

42 304 


Rate revenue ex pected to collect (R'OOO) 

41 458 


Expected cash collection rate {%) 

98,0% 


Special rating areas (R'OOO) 

- 


Rebates, exemptions - pensioners (R’OOO) 

155 



Total rebates, exemptns.reductns, discs (R'OOO) 


toy 2014 




Farm properSes - used 
Business and commercial properties 
Sfate-owned properties 
Public setv ice infrastructure 


Faming - Business 


Public Places 


0,004809 

0.001202 

0.004809 


0.005218 

0.001305 

0.005218 


0.004809 I 0.005218 
0.005218 


0.005863 


Exemptions, reductions and rebates (Rands) 
RmUenttal properties 
R 15 000 Ihreshhold rebate 


Water tariffs 

Domestic 

Basic charge/lixed fee (Rands/month) 

Serv ice point - vacant land (Rands/monthj 
Waist usage - Block 1 (c/kl) 

Water usage - Block 2 (c/kl) 

Water usage - Block 3 (c/kl) 

Water usage - Block 4 (c/kl) 

Water usage - Block 5 (c/kl) 

Water usage - Block 6 (c/kl) 

Water usage - Block 7 (c/kl) 


Huishoudelik (< 6k I.) 
Huish.: 7 - 20 


I 81 - 100 


Waste water tariffs 
Business 

Basic chatge/fixed fee (Rands/month) 
Service point - vacant land (Rands/monthj 
Volumetric chaige - Block 1 (c/kl) 
Volumetric charge - Block 2 (c/kl) 
Volumetric charge - Block 3 (c/ki) 
Volumetric charge - Block 4 (c/kl) 
Volumefric charge - Block 5 (c/kl) 
Volumetic charge - Block 6 (c/kl) 
Volumetric charge - Block 7 (c/kl) 


I B®^h.: 0-50 
I 51 - IM 


81.87 89.64 95.02 


5.14 5.45 


4.77 5.27 


-Bi 


















Income: R OtoRIBJOOp.s 
income: R1o201 to R 24,3m p.a 
Income: R24,3Q1 to R 3Z 400 p.a 


income: R 0 to R 16, 440 p. a 

Income: R16.44i to R 24,660 p.a 
Income: R24, 661 to R 32, 880 p. a 


Waste Water ^ Refase tarifa 
Reskt&itis^ Refuse Remove Sasic Ctmge 


\ Residential Sm&- Basic Ch&ye 


40% Rebate 
30% Rebate 
20% Rebate 

No Charge te all reskjente 


40% & 80% subject 
council's approved indent/ 
commsei^on polcy 
40% & 80% subject 
Gouncifs approved mdigenti 
commiseration pdicy 


0,005218 0,005531 0,00686 

0,005218 0,005531 0,00586 

0.(K)5218 0,005531 0,00586 

5,15 5,46 5.7 


93.64 I 99.25 I 105,2' 


85.14 90.24 i 95.61 


from 0 to 50 kWh 


I No cha^e subject to 
jregistrafon as an Indigent 


0,74158 0.78607 I 0,8332^ 


Table 49 MBRR SA15 - Investment particulars by type 


Investment type 


R thousand 
Parent munlcipalih 

Municipal EnSty 


2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue S 
Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Budget Year 
2014/15 

Budget Year 

+12015/16 

Budget Year 

+2 2016/17 

- 

- 

140 

- 

140 

140 

140 

140 

- 

- 

140 

- 

140 

140 

140 

140 


LConsolidated total: T] T] 

The municipality does not have any cash investments at year-end. The only non-current 


W 
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Certification that the adopted budget for 2014/15 Is correctly 
captured and locked on the municipality's financial management 

system 


(as requested by National Treasury in terms of section 74 of the MFMA, with reference to paragraph 63 

of MFMA Budget Circular 59 dated 16 March 2012) 


I, D O Neill, in my capacity as accounting officer of the municipality, hereby certify that: 

• The adopted annual budget has been captured on the municipality's financial system; 

• There is 100 per cent reconciliation between the budget on the system and the budget adopted 
by council; 

• The adopted annual budget on the municipality's financial system is locked and will not be 
changed as it serves as the baseline against which to monitor and measure performance; and 

• The relevant budget return forms have been submitted to the local government database. 

I, further certify that the municipality has in place controls to ensure that any changes to the adopted 
budget will be captured separately and only in accordance with; 

• a virement authorised by the municipal manager, or duly delegate official, in terms of a council 
approved virements policy; and 

• an adjustments budget approved by council. 


Print Name D O’Neill 


Municipal Manager of Cape Agulhas Municipality (WCOSS) 


Signature 


Date 


f 



This certificate must be submitted to National Treasury by close of business 16 July 2014 at the fol 

email address; ledoc 


enera! and the relevant provincial treasu 


ry 
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Part 3 - Appendices 

3.1 Appendix A - Tariff Listing 

Tariffs: Appendix A - Services 

Tariffs: Appendix B - Sundries 

Tariffs: Appendix C - Renting of Halls & Amenities / Holiday Resorts 

3.2 Appendix B - Time Table tabled by Mayor 

Refer to Appendix B attached. 

3.3 Appendix C - SDBIP 


SDBIP to be submitted for approval by the Executive Mayor on 12 June 2014. 


May 2014 
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